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ARMENIA 


Ararktsyan Address to Europarliament 


944K0836A Yerevan RESPUBLIKA ARMENIYA 
in Russian 22 Jan 94 p 1 


[Speech by Babken Ararktsyan, chairman of the Supreme 
Soviet of the Republic of Armenia, in Strasbourg: 
“Armenia Is a Democratic State’’] 


[Text] Ladies and Gentlemen! 


I am glad to be here today among you. During my previous 
visits to the Europarliament, when in the West hardly 
anyone talked about the collapse of the last totalitarian 
empire of the 20th century, it was this high assembly that 
realized what changes occurred in my country and with its 
resolutions gave the support that Armenia’s democracy 
expected from Europe—the defender of human rights and 
liberties. 


The movement of the Republic of Armenia toward inde- 
pendence and democracy can be characterized by the 
enumeration of a number of key moments. 


In May 1990, still under the communist order, the strong 
democratic movement succeeded in forming a parliament, 
which as early as August published a manifesto of tasks 
predetermining the establishment of an independent 
democratic state and freedom of political and economic 
systems. 


Political Sphere 


The Republic of Armenia became a party to international 
pacts concerning human rights and adopted the law on the 
freedom of parties. 


The parliament carried out political reform aimed at 
transforming the system of former soviets based on the 
principle of division of power, which made it possible to 
retain stability in the course of political and economic 
reforms under foreign conditions most difficult for the 
republic and under the blockade. 


The Republic of Armenia did not accept Gorbachev's 
referendum on the preservation of the Union of 17 March 
1991 and on 21 September 1991 through a democratic 
referendum (with the fulfillment of all the requirements 
of USSR laws) the Republic of Armenia became an 
independent state. 


Complete freedom of speech and the press, in fact, exists in 
the republic. Numerous independent publications, news- 
papers, and journals and those belonging to various parties 
appear. In the Republic of Armenia today there are more 
than 30 parties, which are represented in the parliament. 


Economic Sphere 


As is well known, for several years Armenia has been under 
an economic and energy blockade, which dramatically 
affects our people’s life and suffocates the economy. 
Despite all these difficulties reforms are being carried out 
in our country. 
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Land privatization was carried out everyy here at the 
beginning of 1991, as a result of which as of now the 
agriculture of the Republic of Armenia is almost com- 
pletely private. Housing was privatized, legislative acts 
were prepared for a large-scale program jor privatization 
in production and service spheres, and 1994 was planned 
as the year of privatization and reform of the financial and 
banking system. The implemented transformations cre- 
ated the basis, on which the draft of the new Constitution 
of the Republic of Armenia was prepared. It has already 
undergone large-scale discussions. The adoption of the 
Constitution is also envisaged in 1994. 


On Nagorno-Karabakh 


The leadership of the Republic of Azerbaijan continues to 
reject the settlement of the Nagorno-Karabakh problem by 
political methods, as a result of which hostilities between 
the Republic of Azerbaijan and Nagorno-Karabakh 
become even more violent. 


Not having accepted the CSCE [Conference on Security 
and Cooperation in Europe] timetable, the Republic of 
Azerbaijan not only reduced to naught the efforts of the 
Minsk CSCE group on Nagorno-Karabakh, but also offi- 
cially announced its nonacceptance of UN Security 
Council resolutions, in which the UN Security Council 
called upon the parties participating in the Nagorno- 
Karabakh conflict to accept the CSCE timetable and to put 
an end to the bloodshed. As is well known, the Republic of 
Armenia and Nagorno-Karabakh officially accepted the 
timetable of the Minsk CSCE group on Nagorno-Karabakh 
and expressed their readiness to carry out UN Security 
Council resolutions. 


On the question of the se.tlement of the Nagorno- 
Karabakh conflict the Republic of Azerbaijan to this day 
rejects both the peace-making meaiation of the Russian 
Federation and all the initiatives directed toward a 
peaceful settlement of the conflict. The facts of the partic- 
ipation against this background of Afghan mujahidin, 
Turkish military specialists, and Russian soldiers in mili- 
tary operations as part of the Azerbaijani Army demon- 
strate that Azerbaijan relies only on the solution of the 
problem by force and the policy of its leadership is aimed 
at expanding the conflict. 


Having rejected all peace-making efforts, on 18 December 
1993 Azerbaijan began and to this day continues an 
offensive—unprecedented throughout the history of the 
Karabakh conflict—along the entire front. 


A full blockade against Armenia and Nagorno-Karabakh 
on the part of Azerbaijan has continued for more than 4 
years. At the same time, provocative attempts to draw the 
Republic of Armenia into a major military conflict do not 
cease. 


Under such conditions organized self-defense was and 
remains the only guarantee for the life and security of the 
people of Nagorno-Karabakh, because the people of 
Nagorno-Karabakh do not have guarantees on the part of 
the world community. 
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The world community should give its assessinent of the 
aggressive policy of Azerbaijan's leadership, which stub- 
bornly strives for an exclusive military resolution of the 
Nagorno-Karabakh confrontation, while in the meantime 
some states continue to give military assistance to 
Azerbaijan. 


My visit to Strasbourg takes places within the framework 
of the political dialogue established between the European 
Union and Armenia. 


I am glad to note that we have succeeded in establishing 
this constant communication, which enables us to be 
beiter understood. I realize that we will have to traverse a 
long path in order to establish closer relations between our 
two institutions. 


With regard to changes in the European Union and 
Armenia, you know that after the establishment of diplo- 
matic relations between the European Union and Armenia 
in June 1992 Armenia participated in technical assistance 
programs envisaged for CIS countries. Armenia also 
received humanitarian assistance in the European Com- 
mission (in 1993 about 18 million ECU)). In particular, the 
latest deliveries of mazut must be noted. 


Armenia also received credits twice (38 and 20 million 
ECU), most of which went for the purchase of grain. 


There is another sphere, in which the European Union can 
help Armenia—this is the sphere of nuclear power. 


The serious energy crisis led to the fact that the govern- 
ment of Armenia adopted a decision on the restart of one 
unit of the Metsamor Nuclear Station. In connection with 
this Armenia asked the Union for technical assistance, as 
well as for the financing necessary for the implementation 
of this program. 


It goes without saying that the implementation of this 
program, the goal of which is to meet most of the energy 
needs, is of vital importance for the economy of my 
country. 


Such is the considerable assistance granted us by the 
European Union. 


Despite all this the Nagorno-Karabakh conflict has a 
certain effect on mutual relations between the European 
Union and Armenia. Thus, despite the mandate issued to 
the European Commission by the European Union on the 
beginning of negotiations for the purpose of signing part- 
nership agreements among all former USSR countries and 
the European Union, such negotiations did not begin with 
Armenia. The conduct of such negotiations with the Tran- 
scaucasian republics is connected with the establishment 
of stability in the region, in particular with the settlement 
of the Nagorno-Karabakh conflict. At the same time, 
Armenia—the only state in the Transcaucasus that has 
internal stability, has carried out serious economic 
reforms, has laid down the foundations for a democratic 
society, and respects human rights and liberties—is the 
object of a parity attitude on the part of the European 
Union: the principle of a differentiated approach to Tran- 
scaucasian countries is reduced to naught. 
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It is difficult to understand such an attitude on Europe’s 
part if we take into account that Armenia’s attitude tow .rd 
peaceful negotiations held within the framework of the 
Minsk CSCE group was constructive, whereas Azerbaijan’s 
nonacceptance of the program of nine members of the 
Minsk group, which sets the task of implementation of UN 
resolutions, places on it the responsibility for the intensi- 
fication of the violence in the region. 


In this context the European Union’s breaking away from 
conducting any negotiations with Armenia for the purpose 
of concluding partnership agreements can prove to be 
predetermining for the process of transformations begun 
in Armenia. 


We also believe that the European Union has the oppor- 
tunity to hold a more serious position in the cause of the 
search for the solution of the Nagorno-Karabakh conflict 
through negotiations—by means of three participant coun- 
tries, which are members of the Minsk CSCE group, and 
the appointment of observers of the European Union 
there. 


I hope that the Europarliament will raise before the 
European Union and the commission matters important 
from its point of view and will take advantage of its 
opportunities to inform the Union’s legal institutions of all 
these factors and to submit proposals to them for rendering 
technical, financial, and humanitarian assistance to 
Armenia. 


New Central Bank Head on Banking System 
Reform 


944K0835A Yerevan RESPUBLIKA ARMENIYA 
in Russian 22 Jan 94 p 1 


[Article by Vaga Amirkhanyan: “Dram... and Only 
Dram”’] 


[Text] The information debut of the new management of 
the Central Bank of the Republic of Armenia, finally, took 
place yesterday. 


Bagrat Asatryan, manager of the Central Bank, in his first 
words expressed his intention and hope for a more con- 
structive dialogue with the press. Because, according to 
him, previous dialogues were of a critical rather than a 
realistic nature. 


Not considering concrete matters more expedient today, 
Mr. Asatryan dwelled on the global programs of the 
Central Bank. They represent the transformation of the old 
banking system into a modern independent structure 
answering the requirements of an independent state. This 
is a complex task—with due regard for the difficult legacy 
of the past. 


Next Mr. Asatryan reported that meetings of the manage- 
ment of the Central Bank with the prime minister and the 
president of the Republic of Armenia had already been 
held. The latter are well informed about the problems of 
the Central Bank and intend io give it proper assistance. 
With regard to the press coverage of Central Bank activity 
Mr. Asatryan asked that patience and restraint be shown— 
at least at first. However, he promised to let the press into 
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the “dark alleys” of the banking system at a later date, of 
course, within the limits of what is permissible. 


Then Bagrat Asatryan and deputy manager Armen 
Darbinyan answered journalists’ questions. The questions 
were most diverse: the very first programs and financial 
policy of the Central Bank, the problem of transfers and 
pensions, the prospects of the dram, the possibility of 
entering the ruble zone, assistance on the part of interna- 
tional organizations, inflation of the dram, the problem of 
the currency rate, and so forth. 


The transformation of the Central Bank into an indepen- 
dent organism and the development of the money and 
credit program and, in general, of the financial policy were 
mentioned as the principal and paramount goal of the 
Central Bank. 


Regarding the transfers of pension allowances: Although 
they are made in the course of work, a global solution of 
the problem is a long-term task. With regard to the 
prospects of the national currency, according to Mr. Asa- 
tryan, the last month demonstrates a certain stabilization 
of currency. At least a free rate of the dram already exists. 


The report that as yet not a single state has recognized the 
dram as Armenia’s official currency was very depressing. 
Nevertheless, in Asatryan’s opinion, there is no way back, 
that is, to the ruble zone. The manager of the Central Bank 
even expressed surprise about this matter: Armenia as an 
independent state should have and has a national cur- 
rency. The fact that this currency is secured to one extent 
or another—depending onthe present level of economic 
development—is another matter. Be that as it may, the 
idea of the strengthening and stabilization of the dram as 
the primary goal of the Central Bank was expressed very 
unequivocally. At the same time, the intention to establish 
a single—instead of the present three—rate of currency 
units was expressed. Hope was also expressed concerning 
support on the part of international organizations. At least, 
according to the management of the Central Bank, the 
matter is not closed. And besides, can it be closed if 
nonpolitical (according to their representatives) organiza- 
tions, in fact, advance arguments of a political nature? 


With regard to clearing transactions with CIS states, 
according to Mr. Darbinyan, negotiations on this point 
with the central banks of these states lie ahead. The matter 
of the establishment of a single clearing center is touched 
upon. An interstate bank for settlements with CIS states 
will function in Moscow soon. This will not solve problems 
on a global scale, but will greatly improve the situation. 


Well, we shall see what we shall see. Especially as, apart 
from the forthcoming de-facto glasnost and openness, 
Messrs. Asatryan and Darbinyan promised journalists 
and, consequently, the republic’s entire public, glasnost 
and openness in Central Bank activity. 
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Internal Affairs Minister Reports Decline in 
Crime Rate 


944K0835B Yerevan RESPUBLIKA ARMENIYA 
in Russian 26 Jan 94 p 1 


[Article by A.Kh.: “Attempt on Me Is Technically 
Unfeasible”’] 


[Text] A regular press conference by V. Siradegyan, min- 
ister of internal affairs of the Republic of Armenia, was 
held yesterday. The minister reported that a tendency 
toward a decline in criminal activity appeared in the 
republic: As compared with the corresponding period of 
last year, the number of registered crimes was reduced by 
almost 20 percent. The number of nonregistered offenses 
also decreased. This is due to the fact that, in contrast to 
past years, the “nonclear-up rate” [of crimes] no longer 
hangs like a sword of Damocles over the head of the 
militia. There are fewer premeditated murders and cases of 
malicious hooliganism and the fight against the drug mafia 
has been activated (today 47 so-called hustlers are impris- 
oned, whereas previously the fight was waged almost 
exclusively against drug users). The number of road- 
transport accidents decreased by 40 percent. However, the 
minister noted realistically that, probably, this is not so 
much to the credit of the traffic police—rather the cost of 
gasoline is to be “blamed” for this: Not everyone can 
afford to drive around in his own car. Along with this, a 
certain increase in offenses among adolescents has been 
noted. Second offenses remain at the previous level. The 
prosecution of counterfeiters has intensified. Fifty-three 
aitempts to disseminate counterfeit dollars and Russian 
rubles have been stopped. However, the “center” of this 
activity still remains unknown and it is not ruled out that 
it is outside the republic. Fortunately, attempts to coun- 
terfeit drams (amateurish work is counted out) have not 
yet been registered. 


On the whole, the clear-up rate of crimes remains at the 
level of 50 percent. The lack of coordination among 
corresponding services of CIS countries greatly hampers a 
rise in this indicator, which enables offenders to escape 
punishment by leaving Armenia. V. Siradegyan expressed 
the hope that a coordinating council of six administrations 
of ministries of internal affairs of all the commonwealth 
states will soon be established and begin to operate. 
Appropriate government agreements have already been 
signed and this will help an efficient coordination of the 
efforts of law enforcement bodies. Unfortunately, we have 
not yet succeeded in establishing constructive cooperation 
with our Georgian colleagues—and not through the fault of 
the Armenian side. Therefore, the question of the joint 
protection of transport and power infrastructures on the 
territory of this country continues to remain open. 


According to the minister, the Ministry of Internal Affairs 
continues to fight against criminals in its own ranks as 
well. On the ministry’s recommendation the procuracy 
instituted 18 criminal proceedings against militiamen who 
broke the law. More than 700 people were dismissed from 
“agencies” owing to distrust. At the same time, there are 
cuts in the central apparatus, whose workers are sent to 
reinforce lower links. “The process of merging of the 
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militia with the mafia is weakening ” V. Siradegyan said. 
This is largely due to the fact that most criminal elements 
capable of establishing relations with dishonorable 
workers of the Ministry of Internal Affairs are in places of 
detention today.” The minister believes that, even if the 
last circumstance does not fully remove the danger of an 
emergence of a so-called mafioso state from the agenda, it 
reduces such a possibility markedly. 


Many rumors and conjectures about Honda cars, which 
have entered the system of the traffic police, have arisen 
today. Discussing this, the director of the internal depart- 
ment noted that thts purchase was much cheaper than the 
purchase of Russian Zhiguli would be. Furthermore, the 
efficiency of Japanese cars is incomparably higher, as is the 
speed. “In no way should the militia be inferior to crimi- 
nals in operational efficiency,” V. Siradegyan noted. “In 
Armenia today up to 2,000 Mercedes, BMW, and other 
most modern cars are under private ownership. It is known 
that many of their owners are potential criminals. We must 
have technical capabilities in order to at least not be 
inferior to them in speed.” 


To the question how V. Siradegyan assessed the fact of the 
liquidation of the Main Administration of National Secu- 
rity and reorganization of special services, the minister 
answered that this was a positive phenomenon. Possibly, 
he stressed, this will finally ake it possible to seriously 
engage in the investigation of the murder of former KGB 
chairman M. Yuzbashyan and a number of crimes similar 
in the manner of execution and public response. V. Sirad- 
egyan did not rule out that specialists of the former USSR 
KGB “liquidated” Yuzbashyan. This attempt was orga- 
nized very professionally. In particular, only one shot was 
fired, but several cartridge cases were planted at the site of 
the crime in order to “blur” the real picture of what had 
happened. “Yuzbashyan knew a great deal about the 
period when the processes around Nagorno-Karabakh 
originated and who did this and how and that is why he 
could have become completely ‘superfluous’ for certain 
forces in Moscow,” the minister stressed. 


Speaking about the accusations leveled at him by Moscow 
businessman §. Dzhilavyan, the head of Armenia’s Min- 
istry of Internal Affairs stated that he would not want to 
react to such things, because this would mean the “forma- 
tion of a certain political figure out of a complete nonen- 
tity.’ At the same time, he noted that, making these kinds 
of accusations (we would like to recall that §. Dzhilavyan 
declared that Siradegyan, allegedly, wanted to organize an 
attempt on him), the Moscow businessman made a very 
big mistake. ““He himself will be killed sooner or later— 
either by creditors or by other mafiosos. However, no one 
wiil search for them and investigate this case in Russia. 
After all, Dzhilavyan himself pointed to the ‘Armenian 
trace.’ After this it will hardly occur to anyone to seriously 
take up his case,’ V. Siradegyan noted. 


Concerning rumors about an attempt on him himself, 
about his aspiration to hold the post of prime minister, and 
about his expected departure for residence in another 
country the minister said that an attempt on him was 
unfeasible from the technical point of view, he could not 


FBIS-USR-94-029 
24 March 1994 


become prime minister, because he did not consider him- 
self capable of executing this post, and, in general, similar 
jokes within the walls of the Council of Ministers were not 
particularly ethical. He did not intend to leave Armenia for 
anywhere: “There is no other country in the world where I 
would like to live.” 


AZERBAIJAN 


Potential Dangers of Azerbaijan’s Internal Ethnic 
Situation Examined 


944K0863A Baku AZERBAYDZHAN in Russian 
6 Jan 94 p 2 


[Article by Gamarshakh Dzhavadov and Raui Guscynov: 
“Is There To Be Any State Concept of an Ethnic Policy?”’] 


[Text] The representatives of 115 ethnic groups reside in 
Azerbaijan, along with the Azerbaijani, who are the most 
numerous people, both in their historic homeland and 
throughout the Caucasus, and the second in the world with 
respect to the number of Turkish-speaking people. The 
referendum of 29 December 1991 has the force of a legal 
act, legally securing the cohesion and equality of all citi- 
zens of the Azerbaijani State, as a unified nation. Azerba- 
iyani citizens and Turko-Akhyskhi (Meskheten citizens), 
Russians and Udi, Ukrainians and Assyrians, Belarusians 
and Talyshi, Budukhi and Tati, Khinalugi and Kurds, 
Krizi and Lezgini, Avari and Jews, Ingili and Tsakhuri and 
others—all have equal rights in the land of Azerbaijan and 
of their own will have shown the world that they regard 
this country, with which their past, present and future, 
and all their thoughts are related, as their own common 
native land. 


History and the present day, however, attest to the fact that 
such harmonious agreement in the life of the multi-ethnic 
people of Azerbaijan is not to everyone’s liking. Over the 
past few decades, destructive forces, both within and from 
without, have repeatedly tried and continue to try to sow 
dissension among Azerbaijan’s ethnic groups, particularly 
to incite them against the Azerbaijani. They have partially 
succeeded in their attempts: one of the terrible conse- 
quences was the Karabakh problem and the never-ending 
chain of military-political, ethno-confessional and socio- 
economic collisions of domestic and foreign order con- 
nected with it. The most monstrous result is the genocide 
of Azerbaijani citizens and the many years of undeclared 
war between Armenia and the people of Azerbaijan. The 
main goal is to annihilate the Azerbaijani ethnic group and 
seize its lands, and to provoke small ethnic groups into 
leaving the structure of the Azerbaijani Republic. That is 
why we qualify the Karabakh problem thrust on Azerba- 
ijan as part of an international conspiracy, aimed against 
the Islam and Turkish world and at escalation of ethnic 
conflicts and regional wars. The point is that Azerbaijan 
occupies a convenient strategic region in the Caucasus, 
rich in natural resources and raw material, and has a 
modern industrial and transport infrastructure. Realiza- 
tion of the plans is therefore related to the intention of 
creating in Azerbaijan other “Karabakhs,” in which anti- 
Azerbaijan forces have also succeeded: some of the leaders 
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of certain ethnic groups in Azerbaijan, heated up bec. ise 
of the military cordon, are demanding “independence” 
and “reunification” with their fellow countrymen. 


One of the effective responses to these attempts was the 
presidential edict of 16 September 1992 “On Protecting 
the Rights and Freedoms and on State Support of the 
Development of the Language and Culture of Ethnic 
Minorities, Small Numbers of People and Ethnic Groups 
Residing in the Azerbaijani Republic.” An important help 
in putting it into effect is, in addition to the activity of 
official structures, the activity of cultural societies of Slavs 
and Udi, Russian and Tati, Lezgini and Talyshi, Kurds 
and Jews, and also of the National Academy of Sciences of 
the multi-specialty Institute of Ethnic Relations. Within 
the framework of the institute, a special department is at 
work to study small ethnic groups, and is designed to help 
solve the group of problems, in conjunction with analo- 
gous departments in the institutes of Literature, Linguis- 
tics, Pedagogy and Teacher Improvement, and with cul- 
tural centers and societies. At the same time, success in the 
sphere of an ethnic policy in many ways depends on how 
fully we succeed in getting the indisputable truth to each 
representative of the small ethnic groups: if there is dis- 
crimination against any of them, this means a similar fate, 
in no lesser degree, has been readied for the Azerbaijani 
themselves. 


Let us recall the years of Stalinist repressions and the 
totalitarian system, when Azerbaijani citizens and other 
Turkish-speaking peoples of the USSR were subjected to 
persecution on the widest scale. It was these people who 
were deprived of their alphabets and the better part of the 
intelligentsia, their territory and cultural monuments. 
Even in our times one can mention definite discrimination 
against Azerbaijani citizens, but now it is within the limits 
of their own state. These are the attempts of certain 
Azerbaijanophiles, together with the state officials from 
the ruling NFA [People’s Front of Azerbaijan], to link the 
history and culture of Azerbaijan with the Turkish world 
from the beginning. Among these can be included the 
striving of others to see the sources of everything Azerba- 
ijani stemming from the time that Islam appeared. Still 
others tried to link Azerbaijani citizens to everything 
Iranian. Directly connected to these false ideas, it seems to 
us, is the renaming of the Azerbaijani language in Turkish 
(a law of December 1992), even though not one of the 
peoples speaking the languages of the Turkic family hit 
upon this. The Uzbek speak Uzbek, Khakassia— 
Khakassian, Yakut—Yakut, Chuvashia—Chuvashian. 
The list can go on. As a result, there is an imminent threat 
of ethnic and linguistic conflicts, leading to open confron- 
tation on the part of the small ethnic groups. The linguistic 
policy is one of the most important aspects of ethnic 
relations, and language can become a catalyst and deto- 
nator of an interethnic collision, which is being observed 
even now in the Azerbaijani Republic. This is one of the 
reasons why the small ethnic groups of Azerbaijan 
“remembered” that each of them also speak in their own 
language, about their own “historical past.” 
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In a word, the situation has grown complicated, and is 
fraught with the danger that the Azerbaijani Republic will 
explode from within. There is, however, a possibility of 
avoiding cataclysms in the ethnic sphere. For this we must 
use the existing world experience and historical past, and 
draw specialists in various fields and an intelligent part of 
the leaders of the cultural societies of small ethnic groups 
into creating a state conceptual program of ethnic policy. 


National Independence Party Claims Government 
Persecution 


944K0783A Baku MILLET in Azeri 8 Jan 94 p 1 


[Unattributed report: “Opposition Is Being Persecuted”’] 


[Text] Nazim Imanov, deputy chairman of a major oppo- 
sition movement in our republic, the Azerbaijan National 
Independence Party [ANIP], said in an interview with a 
Kheber-Servis [News Service] correspondent: “Systematic 
persecution of party members in a number of Azerbaijan’s 
rayons has begun. This is especially notable in Ujar Rayon. 
One of the candidates for membership in the party’s 
Central Council of this rayon was threatened, another 
ANIP member was arrested and beaten by officials of the 
law enforcement organs.” As N. Imanov stated, local 
government organs ordered court medical experts not to 
take note of the bodily wounds on these persons. He said 
further that Shahin Hummeteliyev, chief of the local police 
department, gave the orders for this work. Sh. Humme- 
teliyev, committing these evil deeds in the name of high 
officials in the republic, is acting arbitrarily in Ujar Rayon. 
The deputy chairman of ANIP explained that if this kind 
of arbitrary action continues, he would publish the names 
of the above-mentioned high officials. 


Border Troops Chief on Ashgabat CIS Meeting 
944K0783B Baku AZERBAYJAN in Azeri 26 Jan 94 p 1 


[Interview with Major-General Iskender Allahverdiyev, 
deputy minister of National Security of the Azerbaijan 
Republic and commander of the border troops, by Sohbet 
Seferli: “There Is No Foundation To Rumors That Border 
Troops From Another State Will Be Stationed On Our 
Borders’’] 


[Text] Recently a meeting of border troops’ commanders 
of CIS states was held in Ashgabat. At this meeting, 
attended also by a delegation from the Azerbaijan 
Republic, documents prepared on the smuggling of nar- 
cotic substances across borders, additional changes to the 
staff structure of liaison services of the Council of Border 
Troops Commanders, mutual principles of the material- 
technical equipment of border troops, the submission of an 
accounting of the 1993 costs of liaison services and a draft 
of costs for the first quarter of 1994, plans of the Com- 
manders’ Council and and their liaison services for the 
first half of this year, the time and places of regular 
meetings of the Commanders’ Council, and other impor- 
tant questions were discussed. In connection with this, our 
correspondent met with Major General Iskender 
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Allahverdiyev, deputy minister of National Security and 
commander of the border troops, and interviewed him. He 
said: 


“The Council of Border Troops Commanders will meet 
once a quarter and discuss questions pertaining to borders. 
Since the Azerbaijan Republic has also joined the CIS, it is 
natural that we participate in the planning of this organi- 
zation. At present, Russia, Kazakhstan, Ukraine and Azer- 
baijan have established their own border troops, and other 
states of the former USSR are in the process of doing so. 
The need for our participation at this meeting also stems 
from the fact that borders between the CIS states are 
porous, and the organization of the defense of borders with 
non-foreign states cannot but disturb each of us. Certainly 
this disturbance also pertains to us, and one of the issues 
discussed at the Council’s Ashgabat meeting was on the 
protection of state borders under conditions of mutual 
cooperation.” 


The establishment of material-technical equipment on the 
borders was also widely discussed. As is known, the basic 
equipment used in protecting the borders is produced in 
Russia and other states. From this point of view, for the 
best organization of our borders, we have to cooperate on 
reaching compatibility with the CIS states. 


Finally, the passage of narcotic substances, weapons and 
other contraband products across borders was an impor- 
tant question of interest to all the states. Discussion of this 
question, which is not within the power of any one state to 
solve on its own, also aroused great interest among meeting 
participants. It remains to say that there is no foundation 
for the rumors being spread on the stationing of troops 
from another state on the borders of the Azerbaijan 
Republic. As for the recent quick visit to Baku of Colonel 
General Andrey Nikolayev, commander in chief of Rus- 
sian border troops, this had nothing to do with the issue. 
His journey was in connection with our borders with 
Russia. In general, Russia believes that we can protect our 
own border. 


[Seferli] General. Quite some time has passed since the 
border troops in our republic were established. What is the 
situation today? 


[Allahverdiyev] Certainly, in spite of all the difficulties, we 
are making progress and the border troops have been 
created. It goes without question that had there been no 
war, we would have been able to do this job much faster. 
Our zealous and brave specialist officers in the national 
army are fighting the enemy. Hopefully, after the war is 
ended the majority of them will return to the border 
troops. Our young officers are also maturing. There is a 
special faculty at the Bak All Forces Commanders’ School 
which is training border officers. We are participating 
closely in its operations. From next year, more young 
officers will be sent to border detachments and take part in 
the creation of dorder troops. 


{[Seferli] Our borders in the occupied territories have been 
destroyed by the enemy. As the result of brave attacks by 
our soldiers, a significant portion of our borders with the 
Islamic Republic of Iran have been liberated. How will the 
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repair work in these territories be conducted? What kind of 
help will the CIS states offer? 


| Allahverdiyev] In fact, some of our borders are in very 
bid shape, but this is not to say that our borders cannot be 
rrotected. There has to be the technical means, meaning 
technical equipment, channels of communication, etc., for 
border protection. In the opinion of most of the partici- 
pants at he meeting, barbed wire should not be strung 
across the borders again. Borders have to be protected in a 
civilized manner, as in the European countries. There is no 
doubt that there has to be political and economic stability 
in our countries for this; the appropriate laws have to be 
prepared and normal conditions for the protection of 
borders have to be created. 


In the border zone liberated from the enemy, engineering 
and technical equipment and buildings have been consid- 
erably damaged, and in some places buildings have been 
burned to the ground. Our border troops, in conjunction 
with our national army, have been restoring our borders as 
soon as they have been liberated. I would like to make use 
of this opportunity to say to your readers that the protec- 
tion of borders is a matter for the state and all its people. 
If we do not believe in each other, on the contrary, if we 
hurl inappropriate accusations at each other, if we make 
our work more difficult, we will be unable to achieve the 
desired result. All of us, whether at the state level or at the 
level of the normal citizen, must help in the protection of 
our borders and help our border troops. All of us are 
obligated to give this help. 


Customs Deals With Narcotics Smuggling 
944K0783C Baku AZERBAYJAN in Azeri 29 Jan 94 p 4 


[Article by Rustem Kamal: “Strong Customs Control Can 
Impede Smuggling And Narcobusiness”’] 


[Text] A meeting was held between the Republic Customs 
Committee and the Chief Administration for the Struggle 
Against Smuggling and the Violation of Customs Regula- 
tions. The meeting was devoted to summing up work done 
last year and defining the duties standing before them. 
Shahin Jahangirov, head of the Chief Administration, in 
his analysis of work done in 1993, stated that last year 
serious shortcomings were allowed in this sector. He 
mentioned the names of workers who were lax in this job. 
The speaker also said that in the sector of the struggle 
against smuggling and customs violations the work of the 
customs houses in Bilesuvar, Sumgait, Khachmaz, 
Aghstafa, Imishli, Khudaferin, Balaken and Yevlakh were 
especially deficient. In some cases instances of smuggling 
and customs violations were not accepted by the court 
because they were incompetently prepared from the legal 
standpoint. Along with this, he noted that following just 
criticism leveled at customs workers by Heydar Eliyev, a 
serious turning point had been reached in the committee’s 
work. 


In the last two months alone, 23,700 US dollars, 6,300 
Iranian Riyals, 40 truckloads of iron pipe, 1,633 tons of 
metal, 3,129 aluminum plates, 620 grams of mercury, and 
various types of night vision and other optical equipment 
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in the process of being smuggled out of the country were 
seized and held by workers of the Chief Administration. 


There was also serious conversation about a question 
which created excitement at the meeting. This was the 
search for effective ways to conduct the struggle against the 
nercobusiness, which is a world p: vvlem. Last year seven 
kilograms of narcotic substances were seized and confis- 
cated by customs workers.. On the basis of investigations 
conducted and facts obtained they were able to come to the 
conclusion that those engaged in narcobusiness consider 
Azerbaijan to be a critical place, since it is the shortest 
route from the Orient to Europe and they want to use it as 
a transit point. From the speeches it became clear that the 
use of specially trained dogs from Russia has led to good 
progress in this sector. It was also stressed that the coop- 
eration of all law enforcement agencies of the republic in 
the fight against narcobusiness is essential. 


One of the speakers at the meeting, Huseyn Memmedov, a 
responsible worker at the Ministry of National Security, 
aiso emphasized the importance of such cooperation. 
Participants at the meeting considered Azerbaijan’s mem- 
bership in the International Association against Narco- 
mania and the Narcobusiness to be a positive event.. It is 
considered important that cooperation with it in this 
sector continue in the future. 


There was also discussion of the customs workers being 
subjected to the use of weapons in some places. Thus, 
issuing customs workers engaged in the struggle against 
smugglers weapons was noted as a demand of the day. 


In addition, committee workers expressed their distur- 
bance on the inappropriate interference by law enforce- 
ment organs exceeding their authority in regions where 
customs houses are operating. 


Speakers noted that Azerbaijan as an independent state 
maintains free economic relations with the countries of the 
world, and a number of foreign states transport goods out 
of our republic. As a result of this, customs workers come 
across new illegal types of international trade. Some of 
these involve extremely expensive goods. These open up 
new possibilities for potential smugglers. There are also 
many who wish to smuggle valuable national and histori- 
cally important art works and strategic goods abroad. 
Speakers noted the important of establishing customs 
intelligence in order to conduct an effective fight against 
those wishing to do our country material or spiritual harm. 


In the course of the meeting one reached the conclusion 
that workers of the Customs Committee understand well 
how much damage can be done to our country by criminals 
smuggling valuable goods abroad. Now the basic question 
is the transition from the word to the deed in this difficult 
time for our country because the economic power of a 
country which has been drawn into war and part of which 
is occupied depends on the activity of its customs workers. 
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Azerbaijan Delegation Official Comments on 
Tehran ECO Meeting 


944K0783D Baku AZERBAYJAN in Azeri 1 Feb 94 p 2 
[AzerTAJ report: “Meetings in Tehran” 


[Text] The 4th session of the Council of Foreign Ministers 
of the Economic Cooperation Organization (ECO) in 
Iran’s capital ended. A delegation from Azerbaijan headed 
by our Minister of Foreign Affairs, Hesen Hesenov, also 
took part in the session. The heads of foreign policy 
administrations of Afghanistan, Azerbaijan, Iran, Kyr- 
gyzstan, Kazakhstan, Pakistan, Turkmenistan, Turkey and 
Uzbekistan attended. Hamid el-Gabil, ECO’s general sec- 
retary, leaders of a number of UN organizations and 
commissions, Ahmed Muhammed Ali, president of the 
Islamic Development Bank, and representatives of the 
World Health Organization were invited as guests. This 
information is provided by the press center of the Azerba- 
ijan Republic Ministry of Foreign Affairs. 


Akber Hashimi-Rafsanjani, President of Iran, opening the 
session, said the importance of expanding cooperation in 
the region was pressing. He also expressed his disappoint- 
ment in the continuation of the Armenian-Azerbaijani 
war. 


Ali Akber Vilayeti, Iran’s Foreign Minister, Serdar Asif 
Ali, Pakistan’s Foreign Minister, and Hikmet Chetin, 
Turkey’s Foreign Minister, spoke sharply condemning 
Armenia’s aggression against Azerbaijan and demanded 
the rapid withdrawal of occupation forces and their speedy 
departure from the territory they occupy in Azerbaijan. 


Hesen Hesenov spoke at the session on behalf of Azerba- 
ijan’s delegation. He informed the conference participants 
about changes which had occurred in the life of the 
republic in the period since the time that Azerbaijan 
became a member of the organization at the last session of 
the ECO Ministers’ Council. The minister, dwelling on 
Armenia’s continuing aggression against Azerbaijan, 
appealed to the ECO members to show solidarity with the 
people of Azerbaijan, and to take concrete steps and 
impose economic and political sanctions against the 
aggressor. H. Hesenov discussed questions of economic 
cooperation and noted the need to broaden cooperation 
primarily in the transport and communications sectors. 
Concrete proposals by the head of the Azerbaijan delega- 
tion have been included in ECO’s action program for 1994. 


The session confirmed the plan of measures for the current 
year. ECO members planned to hold meetings of Red 
Crescent societies, and cooperation committees in 
the energy sector and especially in the transport and 
communications sectors in Baku. 


Within the framework of the session, Hesen Hesenov 
mentioned meetings with heads of political administra- 
tions whose countries are ECO members and a number 
of bilateral meetings with heads of international organi- 
zations. In the course of meetings with E. Omuraliyev, B. 
Shykhmyradov, T. Suleymanov, P. Alymov and S. Seid- 
gasymov, the heads of delegations from Kyrgyzstan, 
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Turkmenistan, Kazakhstan, Tajikistan and Uzbekistan, 
H. Hesenov passed on to leaders of the Central Asian 
countries personal letters from H. Eliyev, president of 
Azerbaijan. 


E. Omuraliyev, T. Suleymanov and R. Alimov stopped off 
in Baku on their return from Tehran at the invitation of H. 
Hesenov. They spoke on the telephone with Heydar 
Eliyev, the republic’s president. He expressed the hope that 
the Central Asian states would support Azerbaijan in the 
just struggle conducted by its people to restore the coun- 
try’s sovereignty and its territorial integrity. The head of 
state also noted the need to strengthen profitable mutual 
cooperation with countries in the Central Asian region, 
and wished to peoples of these states peace and security. 


GEORGIA 


Procuracy Faults Agriculture Ministry’s Juridical 
Practices 


944K0880A Tbilisi SAKARTVELOS RESPUBLIKA 
in Georgian 5 Jan 94 p 2 


{[Unattributed article by Georgian Republic Procuracy 
Press Service: “Defective Work Style and Its Deplorable 
Results. In the Ministry of Agriculture and Food Industry 
They Don’t Care About the Legality of Juridical Acts, 
Which Seriously Hurts the Common Cause”’] 


[Text] It is a fact that there are many problems and 
shortcomings in Georgia's agriculture now, and the Min- 
istry of Agriculture and Food Industry has contributed its 
“share” to this, but right now we will only discuss one 
defective aspect of its activity—the legality of juridical acts 
issued this year and last by the Ministry’s officials. 


The Procuracy's General Oversight Administration recently 
examined the question, and it appears that the legality of 
such acts is of no concern to the Ministry's officials. The 
chronological sequence of orders is grossly violated, and 
revisions, additions, erasures, and wrong numberings are 
made to them regularly, on the basis of somebody’s wishes 
or highhandedness, and so on. Most surprising is the fact 
that orders signed by Ministry officials have had changes 
made to them by lower-ranking officials. No one knows why 
this is. 


Often, orders signed by Ministry officials have comments 
written by other persons. Sometimes, in addition, separate 
documents are written which cancel juridical acts, although 
the reason is not given, nor are they signed. The rule is that 
a given act can only be cancelled by issuing a new order. 
Examples of such highhanded action include the cancella- 
tion of the former Agriculture Ministry’s order of 27 August 
1992 and the former Food and Processing Industry Minis- 
try’s orders of 5 and 7 October 1992, and so on. 


People in the Ministry also resort to what is known as 
stopping orders. And it’s done in funny ways. In particular, 
a hand-written note is inserted in the orders book in place 
of the juridical act that has been removed. Unfortunately, 
these notes are written by technical personnel or even 
secretaries and typists. 
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Officials of both the Ministry and its subsidiary enterprises 
and organizations often cancel previous orders with the 
terse note “cancelled” instead of issuing a new order. It is 
left vague just what the grounds were and why it all 
happened; just try to guess. 


Especially deplorable is the fact that the Ministry does 
issue orders, but the stipulations are not fulfilled, as a 
result of poor follow-through discipline. For example, a 
Ministry executive order cancelled the Gori Outfitting 
Depot Director’s order and directed him to return to the 
proper quarters 421,000 rubles’ worth of fixed assets, 
vehicles, and implements that had been turned over to 
another organization without the Ministry’s permission, 
and to show the value on the balance sheet. . .ccording to 
the balance sheet it submitted, the enterprise had done 
everything, but in fact it had not. To this day, neither the 
fixed assets nor their value have been returned. 


The same route has also been taken by organizations under 
the Ministry. The Sakkonservi [Russian Gruzkonserv] 
Association issued an order transferring the uninstalled 
and unused machinery and equipment of the now- 
abolished Tkviavi Canning Plant from its own books to be 
distributed to other enterprises, but it never followed up 
on its order. All that fine equipment has been left out in the 
open; it is rusting and being stripped and wrecked. 


Juridical acts that are taken arbitrarily are hurting the 
country materially. The Ministry’s executives most gener- 
ously, and illegally, provided assistance to apparatus per- 
sonnel. In the course of several months, they spent 9 
million rubles on this. They often issued unlawful juridical 
acts giving lump-sum assistance by way of exception. 
Money was given in this way to outside persons as well. 
Meanwhile, the orders do not specify the type of incentive 
or the reasons for it. 


There have been many cases of using disciplinary punish- 
ment not provided for in the labor law against Ministry 
workers and employees. These constitute gross violations 
of the Code of Labor Laws of the Georgian Republic. For 
exainple, the Ministry issued an order by which the head of 
the Republic Association of Specialized Livestock Com- 
plexes was given a stern reprimand and a final warning— 
yet the law does not call for a final warning as a disci- 
plinary punishment. Unfortunately, there have been many 
such cases. 


Ministry officials (Minister Otar Kvesitadze) and certain 
association executives sometimes fail to carry out court 
decisions. For example, the Tbilisi Mtatsminda Rayon 
Court’s rulings calling for the immediate reinstatemeni of 
G. Burdzhanadze, the director of the Kvemo Chala Pre- 
pared Food Plant (Kaspi Rayon), to his post, were never 
complied with. Even though the rulings were sustained by 
the City Court. 


There are also instances of illegal orders in the case of 
transferring workers and employees to other jobs. Unprec- 
edented in this regard is the use of transfer procedures to 
appoint Juridical Administration Head I. Lomtatidze to the 
post of head of the Disputes, Methodology, and Codifica- 
tion Department and, simultaneously, the deputy head of 
the Juridical Administration. This was without his consent, 
which is impermissible. There are too many such cases. 
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Other violations and improprieties have also been found 
in the Ministry. Many orders are issued to abolish enter- 
prises and installations without even indicating which law 
or normative act serves as the basis for the liquidation, 
whether a liquidation commission has been created, what 
specific measures must be taken to dismiss workers and 
employees legally, find jobs for them, and so on. That’s 
what happened, for example, to the Vivarium: Scientific- 
Control Center for Veterinary Drugs. The laid it occupied 
and its buildings, were turned over to the Glidani State 
Farm, but the relevant documents say nothing about laying 
off its workers and employees or finding other jobs for 
them. The same thing happened in the case of the transfer 
of a training-methods office to the Institute for the 
Training and Upgrading of Qualifications of Food 
Industry Leadership Personnel. 


The disrespect which Ministry officials have for the law 
can be seen clearly by looking at cases in which depreciated 
cars have been sold to certain officials. This improper 
practice is rooted in the past and still persists. In July of 
1992, an order was written with an enclosure by which 
retired and depreciated GAZ-24 vehicles were sold to 
certain officials. This constituted an evasion of the law, in 
that the vehicles were sold to persons who had been using 
them, whereas according to a decree of the Georgian 
government the right to buy such vehicles was to be given 
to personnel recommended by the labor collective and, as 
a rule, a general assembly had to decide whom the car 
could be sold to. Especially surprising is a recent Ministry 
order by which a vehicle was given as a gift to one 
enterprise official (?!). 


Some juridical acts have to do with cases of damage to the 
state, on the basis of which officials and materially respon- 
sible persons have been dismissed, except the question of 
recovery of the damages has been “left out” and no 
measures have been taken. 


There is no end to unlawfulness in the Ministry. This is 
due to the fact that some bureaus in the Ministry often 
conduct inspections and document audits in a superficial 
and low-quality manner and issue orders that are equally 
meaningless and fail to properly evaluate and react to 
serious legal violations. 


One graphic example of this is an order of 2 August which 
has to do with the findings of an audit of the economic- 
financial activities of the Ministry’s Administration of Man- 
agement and Service Organizations. Along with numerous 
legal violations it points out that four years ago the Admin- 
istration (which was then the Saksopkvebservisi [Russian 
Gruzselpishcheservis] Association), sold the Vazi Hotel for 
40,000 dollars. Of that sum, 16,700 dollars went for charity 
work and other activities, while the bank has blocked the 
remaining 22,000 dollars in its account to this day. 


For some reason, this order—and the audit document that 
was written prior to it—“‘failed” to observe legality of the 
sale of the hotel, the proper use of the money, why the bank 
has blocked the 22,000 doliars, and so on. In fact, other 
republic control departments have deemed the sale of the 
Vazi illegal, and the currency realized from the sale is 
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subject to be deposited to the budget, because the building 
was not depreciated and was not to be sold; moreover, the 
government had not given its permission. As for the 
charity, 8.8 [as printed) pounds sterling were given, totally 
wrongly, to send a few students from the Foreign Language 
Institute to attend a London college for a month; the 
students have nothing to do with the Ministry. 


Pursuant to the duties of the republic Procuracy, a number 
of rayon procurators made a selective inspection of the 
juridical acts of certain enterprises and organizations and 
agricultural and agroindustrial administrations subordi- 
nate to the Ministry. On the basis of the inspections, 114 
juridical acts were protested as being illegal, 2! represen- 
tations were submitted, and three reports were sent to local 
boards. 


These and many other cases we have material on show 
clearly that in terms of ensuring the legality of juridical 
acts, the Ministry’s work style and methods are unaccept- 
able, and its practices are faulty and intolerable. 


The practice of issuing illegal juridical acts is also fostered 
by the fact that most orders throughout the system are 
prepared without the participation of a juridical service. 
Orders are written by various officials and even by ordi- 
nary workers. They are not stamped by officials of these 
bureaus or even by ordinary legal staffers. Often, in fact, 
they are not even aware of the issuance of particular 
juridical acts. 


The republic Procuracy has stated that the deplorable 
situation in the Ministry is giving rise to grave conse- 
quences and having a very destructive effect on the coun- 
try’s agroindustrial complex and the safeguarding of the 
legitimate interests of the state, society, and the citizen. In 
this connection, a representation has been submitted to the 
Ministry and the appropriate report has been sent to the 
Cabinet of Ministers. 


Minister Kvesitadze on Agroindustrial Sector 
Crisis 

944K0843A Tbilisi SAKARTVELOS RESPUBLIKA 
in Georgian 13 Jan 94 p 2 


[Article by Academician Giorgi Kvesitadze, Georgian 
Republic Minister of Agriculture and Food Industry: 
“How To Solve the Crisis? Activity, Problems, and Pros- 
pects of the Agroindustrial Complex”’} 


[Text] It has always been this way: at the end of each year 
a man takes a critical look at what he has done. He 
analyzes his successes and failures and ponders measures 
which he thinks will guarantee a better future. Last year 
was a terrible one for Georgia. The political, economic, 
and social crisis caused by the civil war and patriotic war, 
the grave crime situation, the break-up of established 
economic ties, hyperinflation, the drastic decline in pro- 
duction, the grave shortage of energy resources, the 
chronic paralysis of transportation, the breakdown of 
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discipline, people's general loss of the sense of responsi- 
bility, lawlessness, and so on—these are just a few of the 
problems that have brought our country and people to the 
brink of catastrophe. 


I will briefly analyze the causes of the crisis in Georgia's 
agriculture and food industry and propose ideas which, | 
am convinced, will at least partially bring the sector out of 
its crisis. In this article, of course, I will purposefully ignore 
the few successes which we had last year in spite of 
everything. 


Georgia's agriculture and food industry play a crucial role 
in the republic’s multi-sectorial economy. Suffice it to say 
that the average yearly amount of its output accounted for 
45 percent of the republic’s total volume at last year’s 
prices. 


Our political and economic independence, which are now 
a reality, has mandated an unprecedented qualitative 
transformation of the sector. It is nonsense to claim that 
Georgia does not have the ability to be economically 
independent. First of all, economic sovereignty does not 
entail isolation or the necessity of liviug on our own 
resources alone. Second, there are about 90 countries in 
the world which are smaller than Georgia and have far 
fewer natural resources but are at the same time more 
economically developed and have a much higher standard 
of living. Of course, this does not rule out the kinds of 
difficulties that inevitably arise in the initial stages of 
independence. 


The first thing to keep in mind is that during the Soviet 
1970s, Georgia’s economy took shape not on the basis of 
its own interests but those of the whole USSR. As a result, 
agriculture and the food industry were structured such that 
priority went to the development of tea, citrus, tobacco, 
grapes, fruit, and other subtropical and industrial crops 
and the processing thereof. Meanwhile, the people’s sup- 
plies of meat and meat products, milk and dairy products, 
vegetable oil, and other food items were supplied basically 
by bringing them into Georgia from outside. In that regard, 
the following statistics are of some interest: in the Soviet 
period, 10 percent of the tea produced in Georgia, 25 
percent of its citrus, and 20 percent of its wine industry 
Output went to meet our own needs; the rest went out of the 
republic. Meanwhile, we were importing 98 percent of the 
grain we needed, 95 percent of the sugar, 70 percent of the 
milk, 50 percent of the meat, and 90 percent of the 
vegetable oil. 


It needs to be said frankly that last year was the worst one 
in our agroindustrial sector’s history. Preliminary statistics 
show that crop yields and livestock productivity fell, not 
one kind of product output forecast [prognozi] was ful- 
filled, and processing and delivery contract obligations 
were not met. We couldn’t even make a minimum contri- 
bution to the state’s food resources, although it should be 
pointed out that goods produced in the private sector 
which, as a result of privatization, has been given large 
amounts of agricultural lands that used to belong to 
collective farms, have not been reported. 
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Here are a number of figures characterizing the main 
sectors. 


Forecasts called for the procurement of 300,000 tonnes of 
green tea leaf. In actuality, 132,000 tonnes were picked— 
only 44 percent of the target. The forecast was fulfilled by 
only 30 percent in Mingrelia and 13 percent in Abkhazia. 
Things were made worse by the fact that private tea- 
processing plants have proliferated the last while— 
so-called family factories, sc ‘hat a great deal of tea leaf 
disappears, and there is as yet nv normative act to regulate 
things. 


Besides the fact that factories like these grossly violate 
technological parameters and sanitation norms, sales of 
the finished product go on without any accounting and 
reporting, totally ignoring the state’s interests. 


Things are also bad in regard to citrus procurement—the 
snow that fell in late November, and early frosts, hurt us 
badly. 


It’s hard to imagine, but we won’t be able to procure more 
than 4,000 or 5,000 tonnes of fruit this year. It has got so 
bad that in Gori Rayon, which used to procure an average 
of 100,000 tonnes, only about 600 tonnes have been 
bought by the state sector to date, and in Kaspi and 
Khashuri rayons no fruit has been procured at all. 


Things are no better in the grape industry. Only 72,600 
tonnes of grapes have been procured—only 20 percent of 
the planned 365,000 tonnes. Kakhetia, famed for its vine- 
yards and wine making, has only procured 64,000 tonnes; 
western Georgia has only procured 6,000 tonnes. 


Of course, we have to take note of the damage caused by 
several hail storms; nevertheless, the situation is practi- 
cally unprecedented in the past 10 years. 


A total of 380,000 tonnes of grain have been procured on 
all categories of farms—57 percent of the forecast. Cereals 
account for 45 percent of all grain procurements. 


A total of 25,700 tonnes of vegetables (12 percent of the 
forecast) have been procured and sold in the social sector; 
the figure is 3,000 (10 percent) for early potatoes and 
17,000 (20 percent) for late potatoes. The situation is also 
very bad in livestock farming, especially in the social 
sector. 


All types of livestock and poultry populations have virtu- 
ally disappeared on kolkhozes and sovkhozes. As of | 
December the social-sector farms had produced 14,300 
tonnes of meat and 38,900 tonnes of milk; average annual 
milk yields per cow stood at 555 kilograms. 


One bright spot in the overall decline of livestock farming 
can be seen in the Prinvelmretsvi [Russian Ptitseprom] 
system, which has also suffered, but the sector does show 
signs of revival. 


There are now 2.2 million birds in the industrial poultry 
system—about 350,000 more than at the beginning of the 
year. 


Agriculture's lag has drastically reduced industrial output, 
where forecasts are also failing to be met. 
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A total of 300 million standard containers of fruit and 
vegetable preserves were supposed to be produced; actu- 
ally, only 29.3 million containers were—46,7 percent of 
the figure for the same period last year. Instead of 20 
million standard containers of baby food, only 2 million 
containers were produced. 


A total of 3.25 billion cigarettes were produced—only 46.4 
percent of the year’s target. 


Our once-proud mineral water production has also 
declined: 26.7 million ottles were produced in 11 
months—27 percent of the forecast. 


The year’s forecast was not even half fulfilled by enter- 
prises manufacturing wine, brandy, and champagne bot- 
tles, glass jars, and certain other kinds. 


We also failed to meet inter-governmental contract obliga- 
tions on deliveries of industrial goods. Still, people ought 
to know that goods worth the following amounts were 
shipped in accordance with inter-governmental contracts 
(prices are in accordance with trade clearing rates stipu- 
lated by our inter-governmental contract with Turkmeni- 
stan): 35.8 million dollars to Turkmenistan, 24.4 million 
to Kazakhstan, 0.6 million to Azerbaijan, 1.6 million to 
Ukraine, 0.5 million to Kyrgyzstan, and 0.3 million to 
Armenia; in exchange, we got natural gas, wheat and other 
foodstuffs. 


These figures clearly demonstrate the grave situation in the 
agroindustrial complex, and no commentary is needed. It 
is better to explore the causes of this deep crisis and speak 
frankly about measures to solve them—measures which, 
the ministry thinks, should serve to stop the deepening 
crisis and then stabilize and revive the sector. 


Readers will agree that hasty privatization has brought it 
about that the process of changing forms of property 
ownership has run ahead of the shaping of the right kind of 
entrepreneur. 


As entrepreneurs, kolkhozes and sovkhozes have now lost 
their own organizational and management character, but a 
new type of farm has yet to take shape. 


People in the country, unfortunately, have taken free 
enterprise and democracy to mean that anything goes, and 
this has fostered the mass theft of socially-owned property. 
A huge percentage of the vehicles, tractors, farm imple- 
ments, tools and pieces of equipment, livestock, funds, 
products, and other assets have disappeared. In many 
places, it is the officials of kolkhozes and state farms who 
are the ringleaders in the thievery—even acting in broad 
daylight, in front of local authorities and often with their 
support. The situation is such that we no longer have an 
Organized entrepreneur in the countryside, we no longer 
have organized production. 


So far, privatization of the land has not produced the 
desired results; it has also been accompanied by violence, 
high-handedness, and violation of the law. Even worse, far 
from being used effectively, privatized lands are often left 
idle. Especially heartbreaking is the fact that perennial 
plantings (grapevines, fruit trees) are being upiooted. Land 
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privatization has been slowed and people have been set 
against one another by the fact that, from the start, the 
whole system of management of the agroindustrial com- 
plex was left out of the process, including local authorities 
and farm officials. Often, this is why big plantations of 
perennial plantings have been broken up, and, as a rule, 
crop yields have declined greatly. 


Agricultural reform requires a balance of land privatiza- 
tion, the adoption of various forms of management, the 
shaping of free entrepreneurs, and the establishment of 
relations with them that are characteristic of a market 
economy. 


We believe that reforms ought to be carried out in a 
comprehensive manner. One-sidedness is the reason why 
the household-farm sector has been given large amounts of 
agricultural lands which should not have been privatized. 
It is especially annoying that this big mistake was recently 
made legal again by the Cabinet of Ministers, which 
ignored the agricultural organs’ role in the matter. The 
sector's lengthy paralysis is also largely due to the war and 
the grave crime situation. In this regard, there have been 
more than 3,000 cases of assault in the agroindustria! 
complex, resulting in damages costing tens of billions of 
coupons. Yet the republic's law enforcement organs don’t 
have time for the woes of the countryside. The criminal 
world senses the fact that the peasant is left unprotected 
and has been robbing him freely in the fields, in his home, 
on the road and in the market. The same processes are 
having a negative impact on efforts to establish relations 
with foreign firms and investors. Foreign businessmen are 
obviously interested in Georgia but they hesitate to 
establish relations because of the risk. 


We are also being hurt by the fact that we have not yet 
mastered the style and methods of operating in the new 
conditions, either in management or production. In the 
countryside, people think that free enterprise means you 
are not obligated to anybody for anything and nobody can 
make you responsible. Entrepreneurs, local authorities, 
our own ministry, and others are doing the wrong thing by 
trying to manage the sector by the old dictatorial methods. 
We have yet to create the necessary mechanisms for the 
State’s relations with agro-entrepreneurs—mechanisms 
such as tax and financial-credit service systems, a free 
market for material-technical supplies, protectionism 
toward the sector’s development, and other things which 
would foster the population's interest in developing 
agriculture. 


The sector has been badly damaged by the break-up of 
traditional ties and structures, so that agriculture has been 
left without essential items such as toxic chemicals, veter- 
inary medicines, mineral fertilizers, fuel, lubricants, equip- 
ment, and other materials which agricultural production 
cannot do without. 


People als. need to know that ar~iculture last year received 
only 3.9 percent of the amount of gasoline allocated in 
1990, 16.8 percent of the diesel fuel, and 0.3 percent of the 
tractors. As for cars and trucks, agricultural machinery and 
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implemenis, and chemicals and veterinary medicines, it 
has been three years since any came into the republic. 


In order to bring the agroindustrial complex—especially 
agriculture, its main sector—out of the crisis, we have to 
start by eliminating the causes. First, and as quickly as 
possible, we need to lay down the legal foundations for 
reform and make it specific and efficient. We must not 
forget that there are as many different characteristics as 
there are villages, enterprises, and labor collectives. They 
all have to be dealt with, of course, in a legislative 
framework while taking account of particular and specific 
conditions. 


Despite all our troubles, | am convinced that what our 
agriculture needs is not revolutionary reforms but system- 
atic and well-thought-out evolutionary reforms. They will 
require the support of our legislative and executive 
branches and help from our law enforcement, financial, 
banking, and other organs. They will require stability and 
measures to revive the sector. 


As for the future which we must create for Georgia's 
agriculture, I see it this way: 


Forms of entrepreneurship characteristic of market rela- 
tions will be broadly developed in the countryside, 
including agricultural cooperatives, household and peasant 
farms, state farms, joint-stock companies, firms, produc- 
tion combines, associations, and other types of business 
structures. 


Unlike Soviet-type kolkhozes and sovkhozes, on which 
everything belonged to everybody but in fact nothing 
belonged to anybody, the new type of entrepreneurs will be 
full-fledged masters of the land that has been turned over 
to them, the goods they produce, and all their property; 
they will manage things and sell their goods as they see fit; 


—direct horizontal links will develop between entrepre- 
neurs and consumers, entrepreneurs and service organi- 
zations—without interference or dictation from outside; 


—in the transition period, great importance must be 
accorded contract relations designed to regulate the 
efficient exchange of goods and services between the 
republic and individual regions. 


Because of Georgia’s natural conditions, our agriculture 
will remain multi-sectorial. Market relations will deploy 
production sectors in such a manner as to gain the most 
payback from every hectare of agricultural land. 


Traditional forms of management will be replaced by 
economic-management partnership, which will totally 
eliminate coercion and interference in entrepreneurs’ 
internal business affairs. 


The state’s relations with enterprises of the agroindustrial 
complex will be conducted on the basis of a tax system 
which should foster the formation of independent and free 
entrepreneurs. 


In conclusion, let me say this: 


Last year we failed to alleviate the crisis and achieve the 
things called for in the Cabinet of Ministers’ 5 March 1993 
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Decree “On Solving the Crisis of the Georgian Republic's 
Agroindustrial Complex in 1993-1995,” We failed because 
we were unable even to stop the causes of the crisis, let 
alone eliminate them. 


I am convinced, nevertheless, that 1994 will be a turn- 
around year, that our free fall will end and real rebuilding 
will begin. It is certain that the past year has made not only 
the republic’s leaders but also the people see many things 
and draw the necessary conclusions. 


As far as the Agriculture and Food Industry Ministry is 
concerned, it fully understands its own role and responsi- 
bility in these processes and will make every effort to bring 
the sector out of its crisis. 


National Impact of Brain Drain Evaluated 


944K0881A Tbilisi SAKARTVELOS RESPUBLIKA 
in Georgian 5 Jan 94 p 3 


[Article by Temur Mirianashvili: “A Good Stone Doesn’t 
Quit the Wall. Thoughts on Today’s Emigration”’] 


[Text] These days we keep repeating Niko Lortkipanidze’s 
words, “Georgia is being sold off!” 


Indeed, Georgia’s copper and timber, works of art and 
historical relics, are being sold off—in short, anything that 
can be sold and hauled off. 


The worst harm, however, is being done by what is univer- 
sally called the “brain drain” and universally considered 
national self-genocide. 


Obviously, we haven't realized the danger posed by the brain 
drain—despite the fact that our best artists, scientists, 
specialists, businessmen, and athletes are leaving Georgia. 
Our fittest and smartest youth are leaving Georgia. 


Yet we seem almost proud that our elite are emigrating. 
Our terrible sickness—snobbism—is to blame for this 
strange pride; we rejoice in any contact with the West, even 
if it is destructive. 


The brain drain is bad enough for the nation, but most of 
the “drainees” themselves are not very well off. Only a 
handful have decent lives in the West (to say nothing of a 
happy life, let alone one of luxury). There are more than 25 
million unemployed persons in the countries of the Euro- 
pean Union. They can’t find jobs for their own qualified 
cadres, so are they supposed to clasp graduates of Soviet 
colleges (or nongraduates) to their bosom? 


Hence, our emigres have to take the kinds of jobs which 
the natives there won’t touch. Some can’t even get those 
jobs and have to support themselves by crime and prosti- 
tution. Some even take the easier route—begging. True, 
the Western beggar is materially better off than a scientist 
here, but material wellbeing alone doesn’t make a life! It’s 
sad to have to argue these things now in Georgia. 


So that you won’t think that I am against all emigration, I'll 
try to make myself more clear. 


There are two kinds of emigration, political and economic. 
The political emigre is someone who goes abroad because 
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he is being persecuted at home on political grounds, his life 
and liberty are threatened, or he is banned from work in 
his profession. 


You cannot accuse political emigres of unconcern for their 
country’s fate or of shirking their patriotic duty; economic 
emigres, however, do deserve that accusation. 


The economic emigre is also one who claims that he is 
going abroad in order to have better working conditions, to 
work more fruitfully and eventually benefit his homeland. 
Our elite should not use such things as the economic crisis, 
the paralysis of industry, and material want as excuses to 
seek the good life abroad; rather, they should do everything 
they can to revive the economy, revitalize science, and 
restore industry here. 


Otherwise, Georgia will perish. 


All countries have suffered crises, but the only ones which 
have survived are those whose most gifted and knowledge- 
able citizens have fought and done everything they could 
to save their homeland. No country can get ahead any 
other way. 


Many of our fellow countrymen became political emigres 
both under the communists and under the “Rounds” [the 
Gamsakhurdia regime]. Most of them were dedicated to 
their country, and for them it was a tragedy to have to go 
abroad. Official propaganda reviled them, and naturally 
our people tended to sympathize with the emigres. 


Today, political emigration from Georgia is unnecessary, 
because no one is persecuted on political grounds and no 
one is banned from professional activity. Hence, attitudes 
toward would-be emigres ought to change. 


In my opinion, Georgian emigration today is of three 
categories. 


The first category comprises the majority of those who 
have left their homeland. These people are more or less 
essential to Georgia. In the West, however, which has tens 
of millions of unemployed specialists of its own, nobody 
needs Georgian seekers of the good life. Hence, their 
efforts abroad neither bring glory to their homeland nor do 
them much good materially. In fact, many of them— 
though I wouldn’t say this of every emigre in this cate- 
gory—bring shame and disgrace to Georgia with their 
begging, crime, prostitution, and other unworthy actions. 


The second category comprises a small minority of Geor- 
gian emigres. These are people who have a certain amount 
of authority (sometimes high prestige) in the West and are, 
of course, materially well off. 


There are those who justify these people’s living abroad— 
after all, many have brought fame to Georgia and have 
even helped us with hard currency. 


I persona'ly, however, think that they are much more 
essential in Georgia. Quite aside from the precious value of 
the activities of scientists and specialists, when people are 
in trouble their efforts are magnified a hundredfold by 
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working side by side with eminent countrymen. Gifted 
artists can greatly alleviate their countrymen’s heavy 
burden. 


All else aside, the moral example which the popular 
celebrity sets for ordinary people who have remained in 
their cold and hungry homeland is priceless. 


As for bringing renown to Georgia in the world and 
generating hard currency, that can be done without pulling 
up roots—for example, by touring [gastroli]. 


The third category comprises students, who are temporary 
emigres, so to speak. After completing their studies they 
Ought to come back to Georgia—they ought to, but I’m 
certain that many of them do not intend to do so and 
won't, if they can get citizenship abroad. 


I know many will disagree with me, but I think it is wrong 
to go abroad to school—especially on such a mass scale. 


Someone will, no doubt, remind me of Ilia [Chavcha- 
vadze], Akaki [Tsereteli], Vazha [Pshavela], and the other 
Tergdaleulebi [“Drinkers of the Terek”—19th-century 
Georgians who went to Russia to college and returned to 
lead Georgia]. Yes, yes, | know. But in the time of the 
Tergdaleulebi it was impossible to get a higher education 
in Georgia; we didn’t have universities and professors. Our 
library holdings were extremely small. The situation is 
entirely different today: a diligent youngster can get a 
high-quality education even without leaving Georgia. 


Second, surely no one imagines that anyone among that 
brilliant constellation of Tergdaleulebi would choose to 
stay in a foreign country, even a foreign country’s library, 
at a time when Georgia was in a grave crisis, at war, and 
the nation was fighting for its very life. 


Also, consider this: there are rumors from the West that 
most of our young people there are not studying very hard. 
These reports are coming by the grapevine and also from 
students who have been there. Just read and listen to what 
Dato Turashvili and others have to say. They practically 
never mention the interiors of libraries and university 
lecture halls. Instead, Georgia’s “future pride” talks lav- 
ishly about drinking, drugs, and “getting laid.” 


Some readers may think I’m overly exaggerating and 
categorical, but I must repeat what I firmly believe: 
Georgia can only be saved if its sons and daughters, 
especially the gifted and talented ones, do their civic duty. 
Georgians shouldn’t seek haven in other countries just 
because life in Georgia is hard; they should try to make life 
better here. It has never been easy to build a country. 


We also need to learn that life is more than merely enough 
food, warmth, and entertainment. Life is much deeper and 
more wonderful. It is a misfortune, of course, to live in a 
devastated country. But it is happiness to rebuild a devas- 
tated country. It is happiness just to try. 


Remember the Georgian proverb, A Good Stone Doesn’t 
Quit the Wall. I quote it not because I think our emigres 
are “bad stones” —not at all. I don’t consider them to be 
“quitters” from Georgia’s “wall.” It’s just that most of 
them have not thought their position through. Probably 
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only a very few of our emigres are like bad stones, or like 
rats who are the first to leave a ship in trouble (and, 
incidentally, the first to die). 


Georgia will certainly survive and win. There will certainly 
be a real Georgian celebration in Georgia. And then all our 
countrymen will yearn to come home. But those who stood 
by Georgia to the end in times of trouble and those who 
stayed safe and warm in a foreign country will never eat 
and drink at the same party. 


Not because anybody will be locked out of that Georgian 
celebration, but because some will be contented men (in 
the civilized West they attained the standard of living 
where most citizens are content with their lot), while the 
others will be happy men (there is no greater happiness 
than to take part in your homeland’s victory). The con- 
tented man and the happy man have nothing in common, 
because contentment and happiness are mutually 
exclusive. 


P.S. A few words about people who are getting rich off the 
brain drain. Someone named Giorgi Bagaturia wrote in 
IVERIA-EKSPRESI last summer that he had created a 
company which helps highly trained Georgian specialists 
become Australian citizens. Bagaturia emphasizes that only 
top specialists need apply. So this man is getting rich by 
selling his own people, his own kind. 


Unfortunately, the Bagaturias have proliferated among us. 
Some newspapers, for example, publish photos of foreign 
men seeking friendly ladies—but the friendly Georgian 
ladies, for some reason, have to be young and good looking 
(is friendship possible only with a woman, one who is 
beautiful and young?). You can tell from their photos, 
moreover, that many of these friendly men are sex maniacs. 


What we are seeing in Georgia, then, is the emergence of the 
heirs of those who marketed their own flesh and blood in the 
bazaars of Istanbul and Cairo in past centuries. 


Social Democratic Party Details Platform, 
Composition 

944K0846A Thilisi SAKARTVELOS RESPUBLIKA 
in Georgian 21 Jan 94 p 3 


[Article by Press Center of the Social Democratic Party of 
Georgia: “Who We Are and What We Want. Meet the 
Social Democrats’’] 


[Text] 
What is Social Democracy? 


Social Democracy originated on the basis of a merger of 
the ideas of liberalism and the reformist current of the 
workers’ socialist movement. Its ideological roots are 
Christian ethics, enlightenment, humanist philosophy, and 
the experience of the people’s and national liberation 
movement and the struggle for women’s emancipation. 
The basic values of Social Democracy are freedom, justice, 
and solidarity. 


Social Democracy was not immune to mistakes in the past. 
In fact, considerable harm was done to it by failure to 
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appreciate the nationality factor and by enthusiasm for 
Marx’s utopia, but in time Social Democracy has 
overcome these mistakes and taken firm positions of 
pragmatism. 


What is the content of Social Democracy’s basic values 
(freedom, justice, solidarity)? 


The Social Democrats’ credo is that every human being is 
born free, every human being has the right to be free of 
political dictatorship and violence. Freedom also means 
freedom for the dissident. No one should be oppressed by 
fear or material want. The other person’s freedom defines 
the boundaries that constitute the condition for every 
individual person’s freedom. 


Social Democrats believe that justice means equal rights 
and opportunities and the elimination of any national or 
social oppression of human beings. It means social protec- 
tion for the individual, and equality of men and women. A 
condition of justice is every person’s independence from 
proprietors and politicians. 


Freedom and justice are impossible without solidarity. It is 
the practical reflection of compassion manifested toward 
the victims of injustice. Every human being needs the 
support of other human beings. Every human being who is 
destitute or in trouble must be able to count on society’s 
solidarity. Neither submissive collectivism nor selfish 
individualism can create the prerequisites for the individ- 
ual’s self-determination. It is possible only through the 
joint actions of free human beings. 


What is your attitude toward democracy and politics? 


Democracy is incompatible with totalitarianism and 
anarchy. It means self-government by the people. But it 
does not mean mob rule. Democracy is a reflection of the 
will of the people based on inviolability of the law. It is 
genuine only when government can be changed by peaceful 
means. Democracy must guarantee the rights of the 
minority. By its nature it can only be pluralistic. 


The Social Democrats do not believe that politics is the art 
of immorality (although politics and morality are not 
synonyms). What the Social Democrats strive for is to 
bring more moral motives into politics, to make it more 
humane and just. This means, in particular, that the people 
must be told the truth, however bitter it may be. 


Are the Social Democrats materialists or idealists? 


The Social Democrats take the position of a pluralism of 
world views. Hence, they include materialists and idealists. 


Do you believe in God? 


People of various creeds have rallied around the Social 
Democrats, people whose attitudes toward religion vary. 
Our ranks include believers and atheists. 


In our view, the state cannot be either atheistic or theistic. 
At the same time, we do deem it possible to have the best 
cadres of religious circles take active part in state and 
social affairs. The leadership of Geoigia’s Social Demo- 
cratic Party [SDP], for example, inc!udes clergymen. 
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What does your symbol, the rose, mean? 


The rose is the acknowledged symbol of « : Social Demo- 
crats. It is the symbol of harmony, nobility, beauty, and 
compassion. 


What is your attitude toward socialism? 


While communists view socialism as a social formation, 
the Social Democrats use the word to mean constant, 
moral movement toward an increasingly humane, just, and 
democratic society. 


We are not trying to impose some new way of life on 
people. All we are trying to create is the political, legal, and 
economic conditions necessary for people themselves to 
change their way of life. This should take place through 
reform rather than by revolution. 


How else do you differ from the communists? 


Communists deny political and world-view pluralism, the 
multi-party system, the market economy, and belief in 
God. They view justice as a state in which everyone is 
equalized. What we believe is that justice is reflected in 
equality of opportunity. The communists fight against 
wealth; the Social Democrats fight against poverty. 


How do the Social Democrats differ from the right-wing 
parties? 


The Social Democrats represent a left-of-center people’s 
party. We differ from the right-wing parties (liberals, 
conservatives, Christian democrats) in that we try to use 
state regulation of chaotic market conditions to redis- 
tribute material goods to all members of society, so that 
every person’s freedom is materially guaranteed. The 
Social Democrats strive to broaden democracy not only in 
the political but also the economic and social spheres of 
life. 


Whom do you categorize as “working people”? 


Both hired workers and proprietors. Both strata do labor 
that is useful to society. Therefore, the Social Democrats 
try to harmonize their interests through social party _. ship. 
This is accomplished through trilateral contracts of mutual 
obligations between hired workers (the trade unions), 
proprietors (entrepreneurs’ associations) and the state 
(government). 


What is your attitude toward capitalism? 


Capitalism in the classical sense does not exist in any 
country today. As a result of structural reforms brought 
about through the efforts of the workers’ movement, the 
trade unions’ active struggle, and the social democratic 
parties, corporate capitalism has taken shape in the 
Western countries, which is b: -d on group and joint-stock 
ownership of the means of »\ duction. This has radically 
improved the material wellbeing of the working man and 
made his life better, although many social problems 
remain unsolved. 


What is your attitude toward private property? 


We favor a variety of forms of property ownership— 
private, state, group, and mixed ownership. However, we 
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do prefer group, joint-stock ownership, which makes it 
possible to realize our motto “Every Working Man Should 
Become a Proprietor, Every Proprietor Should Become a 
Working Man.” Experience has shown that no one form of 
property ownership by itself guarantees freedom and jus- 
tice. The important thing is who has the right to manage 
the property. Our main concern, therefore, is to see to it 
that the immediate producer of things is involved in 
exercising that right. 


What is your attitude toward social insurance? 


In our opinion, social insurance needs to be personified. 
The total amount of insurance contributions accumulated 
during every person’s working career should be returned to 
him in the form of a pension. The same thing is true of 
health care. In the case of a worker’s untimely death, the 
remaining insurance ought to be turned over to his family. 
People who do not work (for various reasons) should be 
provided aid and medical assistance by the state. 


How do you see the transition from the post-communist 
society to the market economy? 


The world has no experience of a transition from a 
post-communist society to a market economy. We cannot 
accomplish the task if we go by the methodology of the 
transition from feudalism to capitalism. There’s still no 
way to make an egg out of an omelet. Making the transition 
from a post-communist society to a market economy by 
way of revolutionary-extremist, so-called “shock therapy” 
has shattered economies and impoverished the people. 
Georgia provides a clear example of this. 


The Social Democrats offer society a conception for estab- 
lishing a socially just and ecologically safe market 
economy. It calls for a phased transition to market rela- 
tions. At the same time, state regulation of the process is 
vitally important. It is the state that must create market 
institutions and legislative foundations, carry out finan- 
cial-credit reform, implement a selective protectionist 
policy, train a corps of managers, harmonize private and 
social interests, and provide for the people’s social and 
ecological protection. 


How do you view privatization? 


The Social Democrats make a distinction between the 
privatization of management and property. They believe, 
at the same time, that privatization of state property ought 
to be preceded by the privatization of state management of 
the economy. 


Factories and plants now owned by the state ought to be 
transferred to the relevant collectives, to group, joint-stock 
ownership. As for the private production sector, it should 
basically be formed by having individuals pool their 
money to create new private enterprises. 


Retail and consumer service establishments should be sold 
to individual persons or groups of persons. 


Individual farm operations should be established in the 
countryside. Kolkhozes shuuld be converted into indi- 
vidual farmers’ cooperatives; state farms should be turned 
into joint-stock operations. 
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The state sector of the economy, which, as in the Western 
countries, is not subject to privatization, should be con- 
verted to a commercial footing. 


What ought to be done about mass unemployment? 


First, new jobs need to be created. Public works need to be 
organized, professional retraining centers need to be estab- 
lished, and work time needs to be reduced through the 
adoption of modern technologies. 


We Social Democrats believe we ought to adopt a free year: 
once every five years every worker should have the right to 
take up to one year off to take care of personal business 
while retaining minimum salary, his job, and his time in 
service. 


What is your attitude toward trade unions? 


Unfortunately, we do not have genuine free trade unions in 
Georgia. Members of existing trade unions include both 
proprietors and hired workers, which makes the trade 
unions an adjunct to state administration and powerless to 
fight. Trade unions ought to include only hired workers as 
members; factory and plant executives ought to join entre- 
preneurs’ associations. It is time for Parliament to pass a 
law on trade unions which will ensure their independence 
from management. 


In your opinion, how can we solve the problem of interethnic 
relations? 


The Georgian SDP denounces chauvinism, national 
nihilism, national arrogance, and isolationism, and calls 
on all ethnic groups to work together for mutual benefit. 
The party’s ranks include representatives of various 
nationalities who live in Georgia and respect its sover- 
eignty and territorial integrity. 


It is a matter of the Georgian people’s honor to foster the 
free development of national minorities living in Georgia. 


One of our special concerns is the protection of the 
interests of the Abkhazian people and Georgians living in 
Abkhazia, and ensuring the full autonomy of Abkhazia 
within Georgia. Systematic democracy alone can achieve 
interethnic harmony. 


Georgian Social Democrats believe that national minori- 
ties living in Georgia whose ethnic territory lies outside of 
Georgia ought to be given cultural-national autonomy. 
This means giving them the opportunity to create national 
societies which operate on self-governing principles and 
engage in creating their own schools, cultural centers, 
publishing houses, and so on. 


What importance do you attribute to the factor of Russia in 
regard to consolidating Georgia’s independence? 


The Georgian SDP has repeatedly stated in public that our 
homeland is of strategic concern to Russia; we must take 
account of this concern and satisfy it, of course, in consid- 
eration of modern realities. At the same time, Russia must 
also take account of and satisfy the Georgian nation’s 
national interests. Only in this way can we create a 
civilized system of Georgian-Russian relations. 
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Trying to talk tough to the Russians and threaten them 
with the UN and NATO is just Quixotic and, naturally, 
does not bring good results. Abkhazia and Samachablo 
[South Ossetia] are clear proof of that. Anyone who tries to 
make confrontation points against Russia is undermining 
Georgia’s independence. 


What is your assessment of Georgia’s joining the CIS? 


The only sad thing is that the decision to do so came so 
late. Isolationism did much harm to Georgia's national 
interests. Our economy was destroyed and ruined, our 
people were impoverished and made destitute, cultural 
development halted, senseless conflicts sacrificed the lives 
of thousands of young people, and the tragedy of Abkhazia 
turned countless numbers of people into refugees. We 
could have avoided all of this with a more conciliatory 
policy toward Russia. 


In the form that the CIS has now it does not properly 
reflect the level of actual integration of the states that used 
to be part of the Soviet Union. In this regard, Georgia can 
have its own say regarding the gradual transformation of 
the CIS into a Eurasian Home which will have common 
work-coordination bodies and a multi-national secretariat 
headed by a General Secretary. 


Some political parties are in favor of a federal system for 
Georgia. How about you? 


We are categorically against it. Dividing Georgia up into 
Kartli, Guria, Mingrelia, Kakhetia, and other provinces, 
with their own governments, will foment parochialism and 
split the country. Therefore, Georgia must remain a uni- 
tary state; at the same time, the autonomies should be 
granted broad rights of self-government. 


Is your party a member of the Socialist International? 


Georgia’s SDP is a part of international Social Democracy. 
In more than 20 countries today (Austria, Norway, Spain, 
Holland, Greece, Australia, and others) the government is 
headed by Social Democrats. Outstanding leaders of inter- 
national Social Democracy include F. Mitterand (the Pres- 
ident of France), F. Gonzales (the Prime Minister of 
Spain), F. Vranitzky (the Chancellor of Austria), and 
others. 


International Social Democracy is a powerful anti- 
communist movement, and for this reason it has been the 
target of constant pro-communist attacks both here and 
abroad. 


International Social Democracy is coordinated by the 
Socialist International, which was revived in 1951. Its 
members include ruling and opposition socialist, social- 
democratic, and labor parties in over 100 countries, par- 
ties adhering to the same principles. From 1976 to 1992, 
the Socialist International was headed by former German 
Chancellor Willy Brandt; its chairman now is former 
French Prime Minister Pierre Maurois. 


Last year, Georgia’s SDP became a member of the Socialist 
International with the status of permanent guest 








FBIS-USR-94-029 
24 March 1994 


When was Georgia’s SDP created? 


Our party was created in November 1918. It was founded 
by Noe Zhordania, Noe Ramishvili, Silibistro Dzhibladze, 
and others. Both then and now, the party’s basic program 
calls for freedom of the nation and the individual and 
material wellbeing as the cornerstone of human life. 


Are you the heirs of the mensheviks? 


The mensheviks represented the reform wing of Russia’s 
Social Democratic Workers’ Party. They opposed bolshe- 
vism, that is, Leninism. Under Noe Zhordania’s leader- 
ship, Georgian Social Democrats also opposed Russia's 
mensheviks. It would be wrong, therefore, to call Georgian 
Social Democrats mensheviks, because at the time they 
were the majority in Georgia while the bolsheviks were in 
the minority. 


Then and now, Georgian Social Democrats have taken the 
position of Europe’s Social Democrats. 


Who killed Ilia Chavchavadze? 


The man who actually killed the Great Ilia was Gigola 
Berbichashvili, a representative of the bolshevik wing of 
Russia’s Social Democratic Workers’ Party who was later a 
state official in Communist Georgia. Blaming this 
shocking assassination on Georgia’s SDP is just a treach- 
erous trick of the communists. Ilia Chavchavadze was 
murdered in 1907; our party, on the other hand, was 
formed 11 years afterward, in 1918. Despite the ideolog- 
ical differences between Ilia Chavchavadze and Noe Zhor- 
dania, both became victims of bolshevism. As Mikhako 
Tsereteli wrote, “Being sacrificed for the nation and 
oppressed by the same enemy raised both these personages 
to the heights.” 


The SDP led independent Georgia from 1918 to 1921. What 
accomplishments did it achieve? 


That was Georgia’s little Golden Age. The Georgian Social 
Democrats created history’s first Social Democratic 
republic and laid the foundation for the kind of model of 
social development that has now come to be known as the 
Swedish model. 


Georgia’s Social Democrats established a social market 
economy, political pluralism, municipal self-government, 
the institution of trial by jury, a democratic constitution, 
and national arnicd forces; they restored the autocephaly 
of the Church, opened the first Georgian university, and so 
on. It is no wouder, therefore, that Noe Zhordania’s 
government was accorded high praise by England’s Prime 
Minister Ramsey MacDonald, who wrote: “I have studied 
its constitution and its social and economic reconstruc- 
tion, and what I saw there is the kind of life I would like to 
see in Our country.” 


The Georgian experience at that time served to enrich 
international Social Democracy. 


What was the cause of the downfall of the Georgian Social 
Democratic republic in 1921? 


After Azerbaijan and Armenia were seized by Bolshevik 
Russia, the 200,000-man Red Army invaded Georgia and 
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took it over. For a month and a half, Georgia’s Social 
Democratic government and the Georgian army put up 
staunch resistance against the aggressor. The war cost the 
lives of 30,000 Georgians, and the Georgian government, 
under Noe Zhordania’s leadership, was forced to emigrate 
abroad, where they worked actively to expose the act of 
aggression. The whole world learned the truth that com- 
munist rule was established in Georgia not by a people’s 
uprising but as a result of Bolshevik Russia’s intervention. 


What happened to your party after Georgia was taken over? 


Georgia’s SDP went underground. Despite communist 
repressions which cost the lives of about 80,000 party 
members, the Georgian Social Democrats never stopped 
fighting to restore Georgia’s independence. The SDP led 
the upi sing in 1924. The party held its Third (illegal) 
Congress in 1925 and its Fourth (illegal) Congress in 1930. 
The party had an illegal, functioning Central Committee in 
Georgia until the start of the 1950s. After its members 
were arrested and shot, the Central Committee’s functions 
went over to the party’s foreign bureau that had been 
operating in France since 1923. 


How did the Georgian SDP come to be restored, and when? 


An initiative group was formed in the 1980s, in Tbilisi, to 
restore the party. In February 1990, on the instructions 
and with the encouragement of the party’s foreign bureau, 
the Georgian SDP’s Fifth Congress was held in Tbilisi; the 
Congress adopted the party’s new program and charters 
and restored its leadership bodies. Many people probably 
don’t know that the rebirth of the Social Democratic 
movement in Georgia had Merab Kostava as one of its 
leaders. 


Does the party have its own press organs? 


The Georgia SDP publishes a journal called CHVENI 
DROSHA [Our Banner] abroad, specifically in Paris; in 
Georgia it publishes the newspaper ERTOBA [Unity] and 
a journal, SOTSIAL-DEMOKRATI. 


What was your party’s aititude toward the “Rounds?” 


At first, the Roundtable put together a seemingly reason- 
able program which called for achieving Georgian state 
independence by stages. Later on, unfortunately, it 
renounced the program; as the saying goes, temptation got 
the better of it and it resorted to revolutionary-extremist 
methods, resulting in confrontation with Russia, a standoff 
with the intelligentsia, the resurrection of authoritarian- 
ism, splitting of the nation, and finally the political col- 
lapse of the “Rounds” and the ex-President. To be totally 
truthful, however, overthrowing the “Rounds” oy force of 
arms was an unconstitutional act, and, as in the case of all 
other armed coups, this one also resulted in Georgia’s 
grave predicament that persists to this day. 


What is your attitude toward the present government? 


Despite our deep respect for Eduard Shevardnadze, we 
have to say that he lacked sufficient principle to resist the 
pressure of extremist and nationalist forces, which has 
resulted in an unrealistic policy toward Russia and fetish- 
ization of the Western aid factor. This has cost us all 
dearly, and now we are reaping the fruits of those mistakes. 
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Does your party have an armed force? 


Our principles and ideas are our weapons. We have no 
other arms. Any political organization that has them ought 
to be banned by law. 


Who is the chairman of your party? 


Guram Muchaidze is the Chairman of the SDP of Georgia. 
He was born in October 1948, in a worker's family. He 
graduated with honors from Tbilisi Secondary School No 3 
and from the History Faculty of Tbilisi State University. 
He was awarded the candidate of science degree for his 
diploma work. At the age of 30 he defended his doctoral 
dissertation and was given the rank of professor. He 
worked as head of the Political Science Department. He 
has written over 100 scholarly works. He is married and 
has two children. 


How many deputies do you have in Parliament? 
Only two, unfortunately. 
What is the structure of the party’s leadership bodies? 


The party’s highest leadership body is the Congress; 
between congresses it is the Central Committee, which 
convenes once every six months. Between meetings of the 
Central Committee the party’s affairs are handled by its 
Political Council. The party’s foreign bureau is account- 
able to its Political Council. 


What regions are your party’s local organizations operating 
in? 


Almost all major regions. The party organization’s activi- 
ties are presently paralyzed in Abkhazia and Samachablo. 


Do you have permanent staffers? 


We do. The apparatus of the Political Council numbers 
twelve staffers. 


How many members does your party have? 
The Georgian SDP’s members number over 5,000. 
How is your party funded? 


Our financial sources are: membership dues and registra- 
tion fees, contributions from its foreign bureau and from 
members and sympathizers, and income from publishing 
activities. 


Do you have an account where contributions can be made? 


Here are the particulars: Georgian SDP, MPO 520096, 
Account 000700302, Aragvi-Biznes Bank, Tbilisi. 


Where is your headquarters and how can you be contacted? 


The Georgian SDP is located in Tbilisi, at No 2 on 9 April 
Street. Our phones are 99-95-22 and 99-95-50. 


We're hoping to meet you! 
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Ministry Announces Newspaper Publication 


944K0882A Tbilisi SAKARTVELOS RESPUBLIKA 
in Georgian 7 Jan 94 p 4 


[Unattributed article: ‘““KONTAKTI Newspaper 
Published”’] 


[Text] The Cabinet of Ministers Center for Social Control 
and Information and the Ministry of Labor and Social 
Protection of the Republic of Georgia have founded a 
business information newspaper, KONTAKTI. 


The newspaper covers a broad area of social problems. It 
will provide you with exhaustive information on job 
vacancies, salaries and wages, pensions, benefits and assis- 
tance, government decrees and decisions, advise you on 
how to exercise your legitimate righis relating to work and 
employment in the republic and abroad, how to become an 
entrepreneur and how to start any endeavor of interest. It 
will provide information about finding jobs and going to 
school at home and abroad, also matters concerning travel, 
commerce, services, and other business relations. Inter- 
ested persons can get up-to-date information about state 
and commercial higher educational institutions 


In it you will find advertising, announcements, and useful 
advice. You can read the ratings of executives in the state 
and private sectors and learn about the experience of 
representatives in business. 


KONTAKTI will help management personne! and persons 
interested in business how to use special tests to select 
cadres based on qualifications and to save and make 
rational use of work time. 


Deputy Minister on Communications 
Improvements 

944K0882A Thilisi SAKARTVELOS RESPUBLIKA 
in Georgian 22 Jan 94 p 3 


[Interview with Deputy Minister of Communications 
Vakhtang Todua by Mzia Narmania (Communications 
Ministry Press Center): ““Much Has Been Done, Much 
Remains to Be Done. Protect and Safeguard Restored 
Communications Lines and Facilities’; place and date not 
given] 


[Text] The tragic events that have taken place recently in 
Samegrelo [Mingrelia], quite aside from terrible human and 
moral losses, have greatly damaged many economic sectors, 
including communications. Communications workers under- 
took restoration work as soon as the combat stopped. They 
worked very diligently, and often at the risk of their lives; 
they restored various connections and phone, television, and 
postal facilities. We asked Deputy Communications Min- 
ister Vakhtang Todua to answer a few questions on what has 
been done and what still has to be done. 


[Narmania] Batono Vakhtang, you spent quite a long time 
in the Samegrelo region. What was the situation there and 
how much were you able to get done? 


[Todua] First we went to Samtredia with a brigade of 
specialists; there we were joined by experienced local 
workers, and we immediately started working to restore 
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inter-city telephone connections, television relay lines, and 
postal services. As for the situation, we found communi- 
cations facilities so badly wrecked that we hardly knew 
where to begin. If it hadn’t been for the Samegrelo regional 
provisional emergency committee’s help it would have 
taken us a lot longer. The lack of fuel hurt us the worst. 


We started in Samtredia and soon went to Abasha, then 
Senaki, Khobi, Zugdidi, Tsalendzhikha, Dzhvarzeni, 
Chkhorotsku, and Martvili. The most difficult section was 
Zugdidi-Tsalendzhikha-Dzhvarzeni, where restoration 
work is still going on. Thirty kilometers of cable were 
completely damaged or stolen; to replace it, the Ministry 
brought its last stocks of connecting cable to the site. We 
worked without let-up for almost two months. Let me 
emphasize once more that we were greatly aided by local 
cadres, especially Vani’s communications workers. The 
local population also helped out; they did most of the dirty 
work, in snow, slush, and cold. Our heartfelt thanks to 
them. 


[Narmania] We have already reported the work you have 
done in the Samegrelo region. How much money was 
spent, and does any particular factor stand out? 


[Todua] The work cost about 150 million Russian rubles. 
It’s a lot, but it’s justified: any place there are no commu- 
nications, you know, there is no state. So this money has 
been spent for the sake of independent Georgia’s better 
future. As for your second question, we need to emphasize 
that the most important thing now 1s to deal properly with 
criminals of every kind in order to ensure that our coun- 
try’s very vital communications facilities are not destroyed 
again. 


| Narmania] In your opinion, who does the most damage to 
our communications—the armed gangs who don’t care 
about anything except making money by any means, the 
general population, or (forgive me for being so blunt) 
certain dishonest—to say the least—workers in your own 
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system who know what is going on and where and there- 
fore have easy access to booty? And, in your opinion, what 
must be done to stop this disgracefulness? 


{[Todua] Communications facilities are extremely vital, 
which is why we have held many meetings with the local 
population to explain the necessity of safeguarding them. 
The smooth operation of our facilities now plays an 
especially vital role. That’s why Eduard Shevardnadze, 
when he was in the conflict zone, went first to the post 
offices and instructed us to restore their operation as soon 
as possible, also communications in the cities and villages. 
“That’s the way to restore life to normal,” he added. 


That’s the absolute truth, which is why we worked so 
tirelessly. That’s why enemy forces tried to stop us and 
attacked our communications workers. If it hadn’t been for 
the help provided by operations personnel of the MVD 
[Ministry of Internal Affairs], we couldn’t have done 
much. Still, unless a special service is created to provide 
reliable protection to communications, we'll still be in 
trouble. 


[Narmania] You mentioned attacks. Were they very fre- 
quent? 


[Todua] Quite frequent. One such attack occurred on the 
7 ugdidi-Dzhvarzeni road where we were hauling equip- 
ment to repair a mast to restore television in Tsal- 
endzhikha. A 20-man gang attacked us; they riddled our 
bus with bullets, disarmed our guards and took them 
prisoner, and forbade us to do the work. Despite these 
difficulties, we managed to complete some solid and . 
important work, though not all of it. 


{[Narmania] Do you have much more work to do in 
Samegrelo? 


[Todua] There’s still a lot to do. We’re doing everything we 
can to stock up on necessary materials and components, 
take them to the sites, and complete the rest of the 
restoration work. 
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ECONOMIC AND SOCIAL AFFAIRS 


Chernomyrdin, Gaydar Reform Plans Compared 


944K0893A Moscow ARGUMENTY I FAKTY in Russian 
No 11, Mar 94 p 2 


[Unattributed article under the rubric “Projection”: “The 
Path of Economic Development of Russia”’] 


[Text] 


As V. Chernomyrdin Sees It 
Objectives 
1. Stop the slump in production. 
2. Reform the economy under the control of the state. 


3. Military-political unification of nearby foreign states. 
Enhancement of the role of the CIS in solving economic 
and sociopolitical problems. 


4. Expanding of the role of Russia as a world power. 


Ways To Attain the Objectives 


1. Extend easy credit to industry and agriculture. Massive 
state investment in priority sectors by way of emission. 


2. Grant preferences to individual enterprises, industries, 
and regions. State control over economic operations, 
expansion of licensing, regulation of profitability and 
price levels. 


3. Expand control of sectoral departments over enter- 
prises to be privatized. Create financial-industrial 
groups. Support large agricultural producers. 


4. Restrict exports of goods and raw materials that are of 
strategic significance to the country through setting 
quotas; raise customs duties on imports. 


5. Create the ruble zone in an accelerated manner. Con- 
tinue financial aid to nearby foreign countries. Intro- 
duce a fixed exchange rate of the ruble. 


6. Support large investment projects carried out jointly 
with leading foreign corporations with the participation 
of interested departments. 


Projected Results by the End of 1994 


1. Budget deficit—10.5 percent of gross domestic product 
(GDP). Inflation—7 to 9 percent per month. Market 
exchange rate—7,000-8,000 rubles [R] to the dollar. 


2. Decline in industrial production—no more than 6 per- 
cent, in agro-industrial production—3.8 percent. 
As Ye. Gaydar Sees It 
Objectives 
1. Reduce inflation. 


2. Create a market economy with insignificant interfer- 
ence from the state. 


3. Further strengthen Russian statehood. Integration with 
nearby foreign states on an economic basis. 
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4. Expand contacts with the West. Integrate the Russian 
economy into the world economy. 


Ways To Attain the Objectives 


1. Finance the budget from noninflationary sources (state 
loan bonds). State investment to support infrastruc- 
ture—transportation, communications, health care, 
education. 


2. Reduce the scale of preferences. Restrict the scope of 
state interference in economic operations. Grant full 
economic freedom to enterprises. 


3. Complete privatization free of charge and expand 
privatization at a fee. Develop a competitive environ- 
ment. Support small agricultural producers. 


4. Liberalize foreign trade: cancel export quotas, set low 
import duties that are equal for all. 


5. Reject immediate monetary union with the CIS states. 
Institute floating exchange rates of the ruble against the 
currencies of nearby foreign countries. 


6. Create identical conditions for all foreign investors. 
Carry out large projects solely on a competitive basis. 


Projected Results by the End of 1994 


1. Reduction in the budget deficit to 6 percent of GDP. 
Inflation not to exceed 3-5 percent per month. Market 
exchange rate—about R3,000 to the dollar. 


2. Further saturation of the market with consumer goods. 
Increase in the average wage to $200 per month. 


Consequences From the Point of View of Opposing 
Experts: 


A. Illarionov 


1. Budget deficit growing to 25-30 percent of the GDP. 
Inflation at 70 to 100 percent per month. Market 
exchange rate—R25,000-30,000 to the dollar. 


2. Enterprises being geared toward extracting preferences. 
Production effectiveness falling. Scale of the flight of 
capital out of the country increasing. Private invest- 
ment absent. 


3. Process of privatization being virtually discontinued, 
monopoly practices and corruption growing sharply. 


4. Volume of exports dropping. Imports from CIS coun- 
tries dropping. 


5. Incomes and savings of the population depreciating 
rapidly. Average wage falling to $30-40 per month. 
Shortages emerging on the consumer market. 


6. Technological dependence on multinational corpora- 
tions being enhanced. 


7. Social explosions on account of hyperinflation. 


A. Shapovalyants 


1. Budget deficit in the range of 45-50 percent of GDP. 
Inflation—45-50 percent per month. Market exchange 
rate—R | 3,500-14,000 to the dollar. 
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2. Destruction of domestic industrial and agricultural 
production. Growth of the scale of capital flight out of 
the country. Reduction in the activity of domestic 
investors. 


3. Further decline in the manageability of the economy. 
Centrifugal aspirations of regions. Growth of crime and 
corruption. 


4. Increased exports of goods and raw materials that are of 
strategic significance to the country. 


5. Consumer prices growth by a factor of 6 to 8, and the 
monetary income of the population in real terms—by a 
factor 1.5 to 3. Between 58 and 69 million people below 
the poverty line. 


6. Loss of national economic interests, weakening of the 
role of Russia in the CIS. 


7. Social explosions on account of social stratification and 
hyperinflation. 


Academician on ‘Aftershock Therapy’ Inflation, 
Future Prognosis 


944E0580A Moscow NEZAVISIMAYA GAZETA 
in Russian 6 Mar 94 p 4 


[Article by S$. Dubovskiy, under the rubric “‘Opinion”: 
“Russian Aftershock Inflation: How They Explain It and 
What They Plan to Do About It’’] 


[Text] Psychologists have a well-known recommendation: 
if you are tired of a small boy’s endless ‘“‘why’s,” tell him: 
because the perpendicular. The child will be stymied, and 
the questions will run out. If this doesn’t help, distract him 
with a toy, and in the extreme case give him a slap. This 
psychological device is being applied rather successfully 
now to the mass consciousness. 


Why has our country—a world exporter of energy that has 
freed itself not only from the burden of state orders for the 
military-industrial complex (nearly 20 percent of the 
GNP) but also from its role as donor to contiguous regions 
(another 20 percent of the GNP)—fallen into utter impov- 
erishment instead of flourishing economically? we ask yet 
again. Because, my dears, reforms have to be paid for, the 
agitprop warriors among our advisers, experts, commen- 
tators, and film directors have replied. Who must we pay 
and why isn’t everyone paying? we ask again, puzzled. 


The first parts of scenes like this are often played out now 
in the SMI [mass information media] when talk begins 
about the persistent aftershock inflation that has been 
going on for more than two years now, to the incessant 
music of promises of financial stabilization by the end of 
the quarter, the year, or the decade. A whole bouquet of 
agitprop replies to questions as to the causes of inflation 
lias already been gathered. 


An almost mystical and therefore extremely convincing 
response is contained in the president’s message to parlia- 
ment: “When price liberalization was deployed, the infla- 
tionary energy that had been building up for years burst to 
the surface.” The flame of Vesuvius and Hiroshima, the 
wail and moan of the citizens! Right away we see that the 
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Great Reformers had nothing to do with it. If someone is 
guilty, then it is Granddad Lenin and Trotskiy the Jew. 


A very scientific “political-economic” answer is offered by 
M. Delyagin (NEZAVISIMAYA GAZETA, 24 February 
1994): “The basic source of structural inflation is not the 
tendency of domestic prices toward world prices but the 
sale of inefficient monopoly-status enterprises in the pro- 
cessing industry.” Also: “This is an inevitable process, the 
natural consequence of profound structural disproportions 
in the economy.” From the standpoint of psychology, the 
reply is fairly successful, since in the mass consciousness a 
monopoly is a terrible thing from which you have to expect 
the very worst. He doesn’t do as well with his proofs, which 
for some reason are cited in the form of two examples that 
relate to export-import restrictions, not inflation. 


M. Delyagin evidently does not understand that if the 
export of oil is restricted by a special license quota and the 
export of processing industry goods is not restricted by 
anything, then the dynamics of their domestic prices have 
to be different. In exactly the same way, restrictions on the 
import of sugar inevitably lead to domestic prices 
exceeding the world price. The history of foreign trade 
relations is full of such examples of divergences between 
world and domestic prices, from the “bread laws” in 
England in the first half of the nineteenth century, 
according to which taxes were levied on the import of grain 
in order to support high domestic prices, to the so-called 
trade war between the United States and Japan going on 
today, which consists of the constant review of mutual 
restrictions on export-import operations. 


If we are talking about so-called inefficient enterprises, then 
ignorance in tax assessment and foreign trade policy could 
bring even the most efficient branch to a halt, as happened 
recently here with the production of vodka. An increase in 
the excise from 0.85 to 0.9 raised the price of vodka by 50 
percent and made it uncompetitive in comparison with 
imported vodka. It took the loss of hundreds of billions of 
rubles in excise duties for the authorities to realize this and 
correct their mistake. This example brilliantly illustrates 
the extreme superficiality of conducting propaganda dis- 
cussions about Russia’s inefficient processing industry in 
isolation from an analysis of taxation, export-import 
restrictions, wages, and transportation costs. 


Actually, in agitprop political economy, it is all right to 
disdain not only the realia of life but also statistical facts. 
We are told as if it were an achievement that in the years 
1992-93 the purchasing power of the dollar in the Russian 
market fell by a factor of more than 12. Weekly observa- 
tions of this indicator by the FinIst AO (joint-stock com- 
pany), which are widely published in the business press, 
and the assessments of other independent sources give a 
figure closer to 5. Not a bad difference, is it? 


This is the question that should be asked: If the explana- 
tions for inflation cited are nothing but psychological 
devices for working on the mass consciousness, then is it 
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impossible to espy the author’s intent? The plan set forth 
below has been tested with the help of a model based on 
real statistics. 


The January price jump of 1992 not only moved the 
economic system to a point of equilibrium between supply 
and demand but destroyed, along with the population’s 
savings, the circulating funds of enterprises, without which 
production is impossible. Instantly, money became a bot- 
tleneck, as a result of which, at the new point of equilib- 
rium, the economic system became less productive and, 
accordingly, the tax base narrowed. 


Simultaneously, the government transferred part of the 
state-owner’s traditional income to private structures— 
commercial banks and export-import firms. This was done 
in order to create a social base to ensure support for the 
government. 


The loss of state budgetary income and taxes immediately 
created a deficit that had to be covered by the emission of 
“extra’’ money. That is how aftershock inflation got 
started. Inflation ate into enterprises’ already meager cir- 
culating funds, the volume of nonpayments grew to a 
quarter of the GNP, and it became necessary to carry out 
a mutual debt cancellation and compensate for the infla- 
tionary loss of circulating funds with credits, which 
required an additional emission of payment means. 


The nightmare of what was going on was added to by the 
organization of the ruble zone, in which more than ten 
Central Banks were already competing in emission. 


Therefore Ye.T. Gaydar is formally correct when he says 
that rates of aftershock inflation have been determined by 
the amounts of credit compensation for inflationary losses 
of circulating funds and by the deficit in the state budget 
for the financing of social systems. However, he says 
nothing about how aftershock therapy was started with his 
direct participation and why over the last two years all 
possible levers for stabilization have not been employed. 


The political intention or mistakes in January are quite 
specific: the carrying out of a total price jump in a poor 
market without land outside the cities, real estate, or the 
means of production; the uncontrolled liberalization of 
foreign trade and foreign currency operations; the transfer 
of state income to private structures; the absence of a set, 
controllable mechanism of behavior for the directors of 
state enterprises; and the organization of the ruble zone. 


Actually, these mistakes could still have been corrected, 
inasmuch as all reserves and levers of management were 
still in government hands. In order to evaluate these 
reserves, let us use official data, although they sometimes 
look simply anecdotal. For instance, it has been reported 
(ROSSIYSKAYA GAZETA, 8 February 1994) that in 
1993 the state budget deficit was 7 percent of the GNP and 
credits were 19 percent of the GNP. These figures corre- 
spond to an average monthly rate of inflation of about 13 
percent, therefore they remain wholly on the conscience of 
the Ministry of Finance, if such a concept is allowable for 
a ministry. 
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If we are to believe the data of Goskomstat (State Com- 
mittee for Statistics), then Russia’s positive foreign trade 
balance in 1992 totaled about 35 percent of the GNP 
(approximately 20 percent was attributed to donor assis- 
tance to the former republics of the Soviet Union and 15 
percent to the flight of hard currency capital abroad). In 
1993, the same balance totaled approximately 23 percent 
of the GNP (12 and 11 percent, respectively). In these 
figures lies the quintessence of everything that the govern- 
ment has done. Here is the ruble zone, and the “humani- 
tarian” supplies to friendly regimes, and the transfers of 
state income to private structures. The amounts of this 
foreign trade balance are such that it undoubtedly could 
have covered any real deficit in the state budget and, 
accordingly, cut off the road to inflation. Ye.T. Gaydar is 
correct when he writes that the inflationary rivers of the 
Central Bank dump into foreign commercial banks. He 
merely forgets to mention that it is the flight of capital to 
foreign commercial banks that is causing the inflationary 
flows out of the Central Bank, and the government has not 
only failed to fulfill its obligation to construct a dam on the 
course of these flows but has actually taken down what 
barriers there were. 


What have the government and the Central Bank done in 
1993? To the credit of the Central Bank, with the intro- 
duction of a Russian national currency, the ruble zone was 
eliminated, but the government continued to supply virtu- 
ally free resources to the former republics of the Soviet 
Union, although it did reduce their volume by about 40 
percent. Simultaneously, the government compensated 
with the help of loans for some of enterprises’ inflationary 
losses, thus attempting to avert a collapse. The decline has 
continued, however, and the corresponding narrowing of 
the tax base has eaten into the economies made on donor 
assistance to the former republics. The government has 
utilized one other reserve: it has simply failed to pay 
salaries. Now the 1994 administration has to pay the debts 
of the 1993 administration. 


Today three basic economic scenarios that are still possible 
without freezing prices and incomes are being examined. 
The first, harsh scenario proposes carrying out stabiliza- 
tion by liquidating the state budget deficit and compensa- 
tion credits to enterprises at the expense of a final destruc- 
tion of social systems and the processing industry. It is this 
scenario that 7 percent of the voters voted for in the 
elections of 12 December, and the Russia’s Choice faction 
represents it honorably in the State Duma. 


The second scenario proposes a continuation of the policy 
of the latter half of 1993, that is, moderate selective 
compensation credits to enterprises and a continuation of 
the financial suffocation of the social systems, accompa- 
nied by a curtailment of donor assistance to the former 
Soviet republics. According to this scenario, the economic 
decline must continue and, accordingly, the tax base will 
iarvow. The drop of national income into the state budget 
will have to be compensated for either by new emission, 
that is, increased inflation, or at the expense of further cuts 
in donor assistance to the former republics. This develop- 
ment, however, cannot continue for more than a year, 
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since the sources of its existence (allowable amounts of 
inflation and cuts in donor assistance) will come to an end. 
Real stabilization is not to be seen here. 


Finally, the third scenario proposes quick stabilization at 
the expense of total utilization of all the above-described 
reserves, that is, a simultaneous halt in the flight of capital 
and in donor assistance. Carrying out this scenario 
requires not only a strong but also a well-qualified govern- 
ment, which Russia has not had since the days of Aleksey 
Nikolayevich Kosygin. 


It goes without saying that each of these scenarios risks 
specific social and political consequences (strikes, civil 
disobedience, sabotage, a change of regimes in contiguous 
territories, separatism, requests for reunification, and so 
on). Therefore, each of these scenarios could be cut short 
or altered by sufficiently powerful social groups. 


In conclusion, I want to emphasize that what has been said 
here, the ideas and assessments, are by no means unique. 
Various experts using various methods have, indepen- 
dently of one another, come to the same conclusions at 
various times. Therefore I will conclude with a quotation 
from an article by an economic advisor to the Labor group 
in the British Parliament, John Rossi (DELOVOY MIR, 
21-27 February 1994): “Crisis has come about only 
because, in complete contradiction of its national interests 
and economic logic, Russia has allowed an export of 
capital in the amount of approximately $30 billion at the 
very moment when it had a large international indebted- 
ness and a huge demand for resources for capital invest- 
ment into its own economy and for financing the budget 
deficit.” 


Glazyev on Yeltsin’s ‘State of Nation’ Message 


944E0565A Moscow NEZAVISIMAYA GAZETA 
in Russian 3 Mar 94 p 4 


[Article by Ivan Zasurskiy: “The Deindustrialization of 
Russia Has Already Become a Reality, but Practically All 
of the Theses of the President’s ‘State of Nation’ Message 
Coincide With the Recommendations of Parliamentary 
Hearings on Economic Policy, Believes Sergey Glazyev’’] 


[Text] 


Analysis 


After such major events as the campaign for amnesty, the 
long-awaited presidential “State of Nation” message for 
many suddenly stopped being perceived as something that 
was unquestionably important and even definitive, having 
“drowned” in political routine business. 


However, this does not mean that there are no politicians 
who ascribe a paramount role to the content of the message. 
An analysis of the “compatibility” of the positions of the 
president and parliament, conducted by Sergey Glazyev in 
an interview with NEZAVISIMAYA GAZETA, is an 
example of this. 


Glazyev not only comes to interesting conclusions, but he 
also shares some of the optimism of the president's mes- 
sage—not in an assessment of the economic situation, but in 
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Boris Yeltsin’s arrangement of priorities and in the spirit of 
the message, which, in his opinion, makes it possible to 
hope for constructive cooperation (the chairman of a Duma 
committee thinks that the most important priorities are the 
conduct of an active structural policy, the stimulation of the 
formation of financial-industrial groups, a mechanism for 
real control over state property and the creation of institu- 
tions of social partnership, and reform of the tax system). 


The president’s message on economic policy priorities that 
was presented last week to the Federal Assembly is very 
close to the recommendations that were developed by the 
economic policy committee in parliamentary hearings on 
10 February, believes Sergey Glazyev. Although, in his 
words, there are several rather serious differences between 
the position of the president and parliament. 


In particular, there is a serious difference in the assessment 
of the current state of the economy. The president is far 
more optimistic. “One of the main theses of the message 
which relates to the economy states that we have moved 
away from the edge of the abyss. As for our conclusions, 
which we made on the basis of materials of the government 
and independent experts, for us it is evident that we have 
entered into a state of catastrophe. Perhaps the situation in 
society obliges the president to come out with optimistic 
positions.” 


One other difference, according to Glazyev, is the need to 
depart from stereotypes in explaining the economic diffi- 
culties as a fight between the supporters and opponents of 
reform. “The hearings in the State Duma have shown that 
there is no kind of ‘class struggle’ around the most impor- 
tant directions of economic policy.” 


However, Sergey Glazyev thinks that it is much more 
fruitful to examine the “positive” theses of the report, 
which propose specific measures for the resolution of 
problems and not only an assessment of today’s situation. 


For example, the report sets the near-term task of devel- 
oping a law that clearly establishes the rules of functioning 
of state organs, first and foremost of the executive 
authority. But the Duma is also seriously troubled today by 
the absence of any kind of responsibility for the manage- 
ment of state property. ‘““The committee for the manage- 
ment of state property is engaged in everything but the 
administration of state property—in fact, tasks for the 
effective administration of state property have generally 
dropped out of the spheres of interest of the government. 
The main task is considered to be the distribution of state 
property, regardless of whether it is effective or not and 
whether it is economically justified. State property does 
not bring incomes, and even its privatization in 1993 and 
1994 gives a figure that is surprisingly close to zero. In 
addition, the state, instead of receiving incomes from its 
property, increases the tax burden, suppressing economic 
growth and the private sector, for the sake of which, by the 
way, privatization is being conducted.” 


It is for these reasons that the Duma is now engaged firsi 
and foremost in the development of the laws ‘On Public 
Property” and “On the Administration of State Property.” 
It is important in these laws to clearly establish the 
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responsibility of the government for the implementation 
both of functional tasks (such as, for example, support of 
the infrastructure) as well as tasks in the income sphere, 
“The further spontaneous squandering of property simply 
is impermissible under conditions of a sharp reduction in 
the income part of the budget, and we hope that order will 
finally be brought to this sphere in 1944, as well as to the 
sphere of distribution of state credits and export quotas.” 


The very same thing concerns the presidential position on 
replacing an authorized right by a notifying right. “There is 
probably not one businessman who would not severely 
criticize bureaucratic arbitrariness in the resolution of 
entrepreneurial activity. State interference has to be justi- 
fied from a position of economic effectiveness.” In the law 
that the Duma is preparing, according to Glazyev’s words, 
it is the notifying principle that will become the basis of 
economic activity so that the development of small busi- 
ness would be the norm (by making penetration of the 
market easier), and state regulation would concern only 
public interests and the guarantee of legality. 


What is more, this task, in the opinion of the chairman of 
the committee for economic policy, can be evaluated even 
more highly than privatization. There are many enter- 
prises that it makes no sense to privatize—they are not 
efficient, and they cannot avoid bankruptcy and readjust- 
ment. Nonetheless, the government will have to be con- 
cerned about them. Far more important is the formation of 
new enterprises that emerge straight off according to the 
laws of the market. In the last two years, this sector of work 
was abandoned—naturally, instead of a market system, we 
acquired an extremely confused system of property rela- 
tions, which is rather reminiscent of the Yugoslav model. 


The Civil Code also has the very same coincidence of 
priorities, Glazyev believes. “The absence of reliable legal 
principles at the micro level today is the main obstacle to 
rationalization of all of economic life: The lack of neces- 
sary mechanisms of responsibility leads to chaos at the 
micro level, which also gives rise to ‘macro chaos’— 
inflation, nonpayments, and the like.” The Duma is ready 
even to apply the Civil Code in parts. 


“It should be acknowledged that in many ways the law 
enforcement organs are passive with respect to the fight 
against unfair competition, deception, illegal advertising, 
and corruption—this 1s associated in part with problems in 
legislation.” The fact that this problem was highlighted in 
the president’s message speaks not only of the logical 
coincidence of positions, but also of the significance of this 
problem.“ 


In Glazyev’s opinion, however, it is not only the legislative 
“holes” that are to blame for the passivity of law enforce- 
ment organs, but also simply the careless fulfillment of 
responsibilities. Such as, for example, the continuous 
advertising of the export of capital, and other violations of 
legislation. “When I was still working for the MVES 
[Ministry of Foreign Economic Relations], | made 
inquiries of the MB [Ministry of Security] regarding the 
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suppression of advertisements of criminal activities in the 
mass media, but I did not receive anything intelligible 
from there.” 


In the section “On Personal Security,”’ Glazyev sees much 
that is similar, especially in the guarantee of health ser- 
vices. “Practically all of the parties in the Duma note the 
need to form a rational system of compulsory medical 
insurance.” This also concerns the involvement of Russian 
enterprises in the production of modern medicines. “I 
introduced a proposal to prohibit the allocation of state 
resources for the import of equipment that is produced in 
Russia, but I did not find any support,” says Glazyev. The 
expenditure of taxpayers’ money should be for investment 
in economic growth in the country. When, owing to this 
money, a stimulation of imports occurs, this, in Glazyev’s 
opinion, cannot be justified either from a common-sense 
standpoint or from the standpoint of economic theory. 
“We intend to make amendments to the law ‘On Supplies 
of Products and Commodities for State Needs,’ which will 
limit opportunities for using state budget resources for the 
purchase of foreign goods, thereby bringing our rules into 
conformity with world practice.’ Although, in Glazyev’s 
opinion, this concerns not only the central, but also the 
regional budgets. An example of this are imported luxury 
cars, whose purchase is made by regional organs of 
authority against a background of slogans about support 
for domestic producers. 


According to the section “On Federalism,” there is also 
much that is in common: In the words of the former 
minister, the Duma will work on the law on demarcating 
tax payments, legislation on local self-government, and the 
guarantee of territorial justice—all of this is in the plan of 
priority legislative work. The sole difference with the 
president’s message is here—the harsh attitude toward 
treaties between the Federation and its subjects. According 
to Glazyev’s information, many in the State Duma think 
that such treaties are dangerous. “The treaties signed with 
a number of subjects of the Federation in 1992-1993 
became the basis for disintegration processes and demands 
for privileges and concessions in trade policy and in 
foreign economic activity, which it is impossible to do if, 
of course, we view Russia as a State with a single economic 
space (as the president does in his message). In my 
opinion, this development of internal treaty processes 
should be avoided.” 


The Duma will unquestionably support the process of 
review of privileges of individual territories that infringe 
on the rights of other regions and their populations. 
‘However, the need for this, it was stated in the president’s 
message, does not in any way attach to the recent edict, for 
example, concerning Kaliningrad Oblast.” 


Yeltsin’s proposal on tax reform coincides with the posi- 
tions of many Duma deputies. “The president’s message 
talks about the fact that rent can become an important 
source of incomes. This is one of the conclusions of the 
economic conference that was considered in the Duma and 
which consists in the need to increase the role of rental 
payments in the incomes of the federal and regional 
budgets.” 
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Many theses and corresponding recommendations on par- 
liamentary relations are contained in the section ‘Toward 
a Social State Through a Market Economy.” “This, natu- 
rally, is an increase in investment activity and the need to 
conduct a structural restructuring. We also intend to adopt 
the laws ‘On Foreign Economic Activity,’ ‘On State Scien- 
tific-Technical Policy,’ ‘On Non-Commercial Organiza- 
tions,’ and ‘On State Support of Small Business’—I already 
spoke earlier about several other congruences.” 


In Glazyev’s words, the Duma will support the reform of 
the account system in the Central Bank. In particular, an 
examination will be made of the laws “On Banks and 
Banking Activity” and “On the Central Bank of Russia.” 
“The thesis contained in the report concerning the FRS 
[Federal Reserve System], of course, needs serious analysis 
and detailed deciphering, because there could be abso- 
lutely different models of organization behind the words 
‘Fede ' Reserve System’—both in the configuration of the 
res¢: e banks and in their mutual relations.” 


The thesis on the need to establish financial-industrial 
groups aroused Glazyev’s particular attention. In Gla- 
zyev's Opinion, this is the only realistic method today of 
overcoming the break between the industrial and banking 
sectors. “In 1992-1993, the banking system developed 
separately from industry, and it financed trade. The fur- 
ther parallel existence of capital and industrial enterprises 
is simply impossible. This is first. Second, the privatiza- 
tion program has led to a break in many highly technolog- 
ical production chains, both vertically and horizontally. 
The result was an increase in the sources of inflation at a 
micro level. We did not achieve the elimination of monop- 
olism in the economy, but then we lost control, because we 
took the path of breaking up the monopolistic enterprises. 
Acceleration in the creation of FPG’s [financial industrial 
groups] is not only a necessary condition for achieving 
competitiveness for Russian products on the world 
market, but also for the achievement of macro-economic 
stabilization. This point of view is shared by a majority in 
industrial and in scientific circles—and it finds complete 
understanding in the State Duma.” 


But if this thesis of the presidential message is followed, 
then, as Glazyev thinks, “We will have to make a lot of 
changes in the state privatization program. If the govern- 
ment conducts the policy of the president, then it must go 
along with these changes. We await a more considered 
approach to privatization this year, and we hope that this 
work will move in contact with the Federal Assembly (in 
accordance with the law, privatization programs should 
have the status of federal laws, and not presidential edicts).”’ 


In Glazyev’s opinion, in the part on the redesign of the tax 
system, it is possible to ascertain almost a complete 
congruence both with the position of the economic . onfer- 
ence and with the recommendations of the parliamentary 
hearings. The same applies to the remarks of the president 
on the support of science-intensive industry. 


“Those spheres of the scientific-indusirial complex that 
could become the support of our economic growth are the 
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ones today that are the most exposed to destructive ten- 
dencies.” In this sense, the differences in the evaluation of 
the situation in the country are quite fundamental for 
Glazyev. He thinks that the irreversible ‘‘de- 
industrialization” of the country is already moving at full 
speed: “We will not be able to reestablish much of the 
science-intensive production, and we have already lost 
substantial reserves of future economic growth. The reck- 
Oning is literally in months—if emergency measures to 
support science-intensive industry are not adopted in the 
near term, then we could lose the prospect of growth or 
even a partial restoration for all time—we will enter the 
zone of a prolonged structural depression with the absence 
of any kind of growth for a decade.”’ Glazyev thinks that 
the passivity of the government is ‘simply incomprehen- 
sible.”’ For example, it is not known to this day, however, 
whether the program for the support of science-intensive 
exports, which was expected since the middle of 1993, is 
included in the budget message for 1994. The same applies 
to the president’s initiative on social partnership. 


The Duma, according to Sergey Glazyev’s words, is ready 
for constructive work with the government to which a 
“majority in the State Duma can render support in 
exchange for a clear and reasonable program for leading 
the economy out of the crisis.” Thus, the memorandum of 
accord, which the Duma adopted in a package with the 
decree on amnesty, contains a decree on the need to 
conduct “roundtables” on economic and social policy “for 
the purpose of developing a national accord on the main 
directions of economic policy.”” However, Glazyev thinks 
that not everyone in the apparatus of the executive branch 
is ready for this. 


The former minister notes the characteristic refusals of the 
president's administration to give a basis for the edicts that 
were submitted for review by the Federal Assembly. 
“Apparently, it is necessary to bring order in the presi- 
dent’s administration in the sense of implementing the 
political line of the chief of state’—Glazyev hopes that 
since the president’s message came out, there will be fewer 
possibilities for sabotage among the workers of the admin- 
istration. “If, of course, the leaders of the administration 
of the president this time treat the line of the president 
seriously and do not replace it with their own interests.” 


Glazyev thinks that for today the main problem is imple- 
mentation of the coordinated priorities of economic 
policy, in which the Duma will assist the government in 
every possible way. However, in his opinion, the moni- 
toring functions of the State Duma should also not be 
forgotten and, based on the task of their implementation, 
the Duma also requires publication of the government 
program—the ‘Workers’ Program” that exists today for 
the implementation of priorities established by the presi- 
dent and the State Duma is obviously inadequate. 


According to Glazyev, the government program should 
include not only a list of decrees that must be adopted 
without fail, but also specific indicators and parameters for 
the desired condition of the economy of the country, and 
also the planned indicators for those departments that are 
engaged in the management of state property. Glazyev also 
believes that a system of monitoring the results of the 
economic policy being conducted should be provided. 
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Government Decree on Economy Summarized 
PM1503123794 Moscow ROSSIYSKAYA GAZETA 
in Russian 15 Mar 94 First Edition p 4 


{[Unattributed report under the “At the Russian Federa- 
tion Government” rubric: “A Decree ‘On the State of the 
Russian Economy and the Prospects for Its Development 
in 1994’ Adopted on Results of 4 March 1994 Enlarged 
Session of Russian Government”] 


[Text] The decree notes that implementation of the formu- 
lated course of economic transformations continued in 
1993. The government's efforts were concentrated on 
pursuing a moderately tough monetary-credit policy, con- 
tinuing the process of privatization, implementing a 
package of measures to provide the population with social 
support, broadening the autonomy of the regions, carrying 
Out institutional transformations, developing relations 
with the CIS member states, and further liberalizing for- 
eign economic activity. 


However, a number of important tasks in the socioeco- 
nomic sphere were not tackled. Last year negative trends 
persisted, manifesting themselves in a decline in industrial 
and agricultural production, stoppages at many enter- 
prises, continuing financial crisis, a marked drop in invest- 
ment activity, the preservation of an irrational national 
economic structure, and a drop in the standard of living of 
certain population groups. The situation did not improve 
in January and February 1994. 


The government is caused particular concern by problems 
linked with the untimely payment of wages, the drastic 
deterioration in enterprises’ solvency, the continuing high 
level of inflation, and the increase in crime. 


The adoption of the Russian Federation [RF] Constitution 
by national ballot 12 December 1993 created the precon- 
ditions for the continuation and development of economic 
reform based on coordinated interaction between Russian 
legislative and executive bodies. 


The government sees its main task as being to ensure the 
fulfillment in 1994 of the RF Council of Ministers- 
Government Program for 1993-1995 ‘Developing 
Reforms and Stabilizing the Russian Economy.” 


With a view to performing this task federal executive 
bodies and executive bodies in RF components, guided by 
the provisions of the RF president's Message to the Federal 
Assembly “On Strengthening the Russian State (Basic 
Guidelines of Domestic and Foreign Policy),” have been 
tasked with formulating and implementing measures 
designed to raise the population’s standard of living, 
ensure the timely payment of wages, reduce the rate of 
inflation, resolve the problem of nonpayment, stabilize 
and increase industrial and agricultural production, 
enhance the effectiveness of foreign economic activity, 
strengthen the CIS, provide incentives for investment 
activity and enlisting foreign investments, develop a com- 
petitive environment, speed up institutional transforma- 
tions, and improve the structure of the national economy 
and the system of state government. 





FBIS-USR-94-029 
24 March 1994 


The government has approved a plan for top-priority 
measures to be implemented in accordance with the pres- 
ident’s Message to the Federal Assembly “On Strength- 
ening the Russian State (Basic Guidelines of Domestic and 
Foreign Policy).”’ 


The plan includes the drafting as soon as possible of 
concrete normative acts-—draft laws, RF presidential 
edicts, and government decrees designed to tackle social 
and regional problems, questions of monetary-credit 
policy, institutional and structural transformations, 
agrarian policy, foreign economic activity, defense of citi- 
zens’ rights and freedoms, and the fight against crime. 


The Russian Ministry of the Economy, the Russian Min- 
istry of Finance, the Russian Ministry of Science and 
Technology Policy, the Russian State Committee for 
Industrial Policy, and the Russian Ministry for National- 
ities Affairs and Regional Policy, jointly with other inter- 
ested federal executive bodies and executive bodies of RF 
components, have been asked to finish shaping by | April 
1994 the federal targeted programs adopted for funding, 
allowing for the volume of funds for which the 1994 
Federal Budget makes provision. 


The Russian Ministry of the Economy, the Russian Min- 
istry of Finance, and the Russian Ministry for Nationali- 
ties Affairs and Regional Policy have been instructed to 
submit to the government a revised forecast for RF socio- 
economic development in 1994 for submission to the State 
Duma at the same time as the 1994 draft federal budget. 


When elaborating the forecasts the Russian Ministry of the 
Economy must take into consideration the possible 
options for the country’s socioeconomic development 
mindful of the prevailing situation. 


In view of the broadening of the rights and powers of RF 
components in line with the RF Constitution and general- 
izing the experience of the change in relations between the 
federal budget and the budgets of RF components based on 
the principle of budgetary federalism, the Russian Min- 
istry of Finance and the Russian Ministry for Nationalities 
Affairs and Regional Policy must submit to the govern- 
ment by | September 1994 proposals regarding the devel- 
opment of the RF budgetary system in 1995 that envisage 
the further improvement in the procedure for the compi- 
lation, examination, ratification, and implementation of 
budgets of all levels, the use of unified budget classifica- 
tion, treasury implementation of budgets [kaznacheyskoye 
ispolneniye byudzhetov], and the strengthening of 
budgetary discipline. 


The Russian Ministry of Finance, the Russian Ministry of 
the Economy, the Russian Ministry of Labor, the Russian 
Ministry of Justice, and the Russian State Tax Service 
must submit to the government within two months pro- 
posals regarding the improvement of the tax system which 
will make it possible to boost the effectiveness of its 
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regulating effect on the economy, reduce the excessive 
differentiation of the population's incomes, and ensure 
that budgets receive full payment of taxes (levies and other 
payments). 


In view of the countless cases of tax evasion, the Russian 
Ministry of Finance, the Russian State Tax Service, and 
the Russian Tax Police Department, jointly with the 
Central Bank of Russia, have been instructed to finalize 
within two weeks proposals previously submitted to the 
government on urgent measures to ensure that budgets 
receive mandatory payments in full and on time in 1994 in 
order that these proposals can be submitted to the State 
Duma for examination. 


The RF Government has instructed the Russian Ministry 
of Finance to pay in March 1994 the 1993 federal budget 
arrears envisaged in budget spending for the first quarter 
of 1994. 


The Russian Ministry of Finance, jointly with the Central 
Bank of Russia, is to submit to the government within a 
month proposals on enlisting spare cash from corporate 
entities, including commercial banks, and the population 
for investment in the production of goods (services). 


The Russian Ministry of Finance has been asked to step 
up supervision to ensure that budget appropriations 
reach their recipients and are used for their designated 
purpose and submit a corresponding monthly report to 
the government. 


The Government Commission on Questions of Credit 
Policy must supervise the timely allocation and effective 
use, as well as the repayment of centralized credit 
resources and regularly report to the government. 


The Central Bank of Russia, jointly with the Russian 
Ministry of Finance and the Russian Ministry of the 
Economy, must examine the state of settlements in the 
national economy and submit proposals within two weeks 
to the government on improving these settlements and also 
on boosting banks’ responsibility for the timely implemen- 
tation of payments and completing the work connected 
with the fulfillment of RF Presidential Edict No. 1662 of 
19 October 1993 “On Improving Settlements in the 
Economy and Boosting Responsibility for Their Timely 
Implementation.” 


The Russian Ministry of Finance and the Russian Ministry 
of the Economy, jointly with the Central Bank of Russia, 
have been instructed to submit to the government within 
two weeks proposals regarding the improvement of the 
procedure for examining and analyzing the state of pay- 
ment discipline and settlements within sectors of the 
national economy and also with CIS member states. 


The Russian Ministry of Finance, the Russian Ministry of 
Labor, the Russian State Tax Service, and the Russian 
Federal Property Fund, jointly with the Central Bank of 
Russia, must establish within two weeks the procedure for 
transferring into enterprises’ accounts to ensvre that 
workers are paid regularly. 
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The Russian State Committee for the Management of 
State Property and the Russian State Committee for Labor 
and Social Problems have been tasked with examining 
questions regarding the professional suitability of leaders 
of state or floated enterprises, the controlling package of 
shares in which is in federal ownership, mindful of whether 
they ensure the timely payment of workers’ wages. 


The Russian Ministry for Nationalities Affairs and 
Regional Policy, the Russian Ministry of Justice, the 
Russian Ministry of the Economy, the Russian Ministry of 
Finance, and the Russian State Committee for the Man- 
agement of State Property, jointly with interested federal 
executive bodies and executive bodies of RF components 
must submit to the government within two months pro- 
posals regarding the demarcation of powers between fed- 
eral executive bodies and executive bodies of RF compo- 
nents in accordance with the RF Constitution. 


The Russian Ministry of Agriculture and Food, the Rus- 
sian Ministry of Finance, and the Russian Ministry of the 
Economy with the participation of the Central Bank of 
Russia must ensure the rigorously targeted and effecti'e 
use of the credit resources allocated to the agro-industrial 
complex in accordance with RF Government Decree No. 
126 of 23 February 1994 *“‘On the Economic Conditions 
for the Functioning of the RF Agro-Industrial Complex in 
1994.” 


The Russian Ministry of the Economy, the Russian Min- 
istry of Agriculture and Food, and the Russian Ministry of 
Finance have been tasked with submitting to the govern- 
ment by 15 April 1994 proposals regarding the procedure 
for state procurements of grain from the 1994 harvest for 
federal and regional stocks. 


The Russian Ministry of the Economy, the Russian Min- 
istry of Fuel and Energy, the Russian Ministry of Railways, 
and the Russian Ministry of Finance have been instructed 
to submit to the government within two weeks proposals 
regarding the improvement of the system of regulated 
prices and tariffs for electricity and railroad transport 
services. 


The RF Government deemed it necessary to create condi- 
tions for the formation in 1994 of financial-industrial 
groups with a view to stabilizing and boosting industrial 
production, enhancing investment activity, and making 
more effective use of the achievements of scientific and 
technical progress for which the Russian State Committee 
for Industrial Policy, the Russian State Committee for the 
Management of State Property, the Russian Ministry of 
the Economy, the Russian Ministry of Finance, the Rus- 
sian Ministry for Cooperation With CIS Member States, 
and the Russian State Committee for Anti-Monopoly 
Policy and Support of the New Economic Structures must 
submit to the government proposals regarding priority 
areas for the creation of financial-industrial groups. 
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In order to revise the concept for the implementation of 
privatization in ‘he RF in connection with the end of the 
period of validity of privatization checks | July 1994 the 
following instructions have been given: 


—the Russian State Committee for the Management of 
State Property, jointly with interested federal executive 
bodies, has been instructed to prepare a draft govern- 
ment decree which makes provision for a series of 
measures to complete check privatization and provide 
RF citizens with guarantees of the use of privatization 
checks; 


—create a commission chaired by A.B. Chubays, deputy 
chairman of the RF Government, with the participation 
of representatives of federal executive bodies, executive 
bodies of RF components, scientists, and specialists to 
formulate a mechanism for the implementation of 
privatization once privatization checks are no longer 
valid. The commission is to submit the corresponding 
proposals to the government by | May 1994. 


The Russian Ministry of the Economy, the Russian State 
Tax Service, the Russian State Committee for Industrial 
Policy, the Russian Ministry of Finance, and the Russian 
Federal Property Fund have been tasked with formulating 
within the month a procedure for the management of state, 
including state-funded [kazennyy] enterprises. 


The Russian State Committee for the Management of 
State Property, the Russian State Committee for Anti- 
Monopoly Policy and Support of the New Economic 
Structures, the Russian State Committee for Industrial 
Policy, the Russian Ministry of Labor, and the Russian 
Ministry of Justice have been asked to establish the pro- 
cedure for the performance of official duties by personnel 
of executive bodies who take part on behalf of the state in 
the management bodies of joint-stock companies created 
during the privatization of state enterprises. 


The Russian State Committee for the Management of 
State Property, the Russian Ministry of Justice, the Rus- 
sian Ministry of the Economy, and the Russian MVD 
[Ministry of Internal Affairs] have been instructed to 
submit proposals to the government within two months 
regarding amendments and addenda to current legislation 
to provide guarantees and protection for the right of 
ownership. 


The Russian Ministry of Finance, the Russian Ministry of 
Foreign Economic Relations, the Russian Ministry of the 
Economy, the Russian Ministry for Nationalities Affairs 
and Regional Policy, the Russian State Customs Com- 
mittee, and the Russian State Tax Service must analyze the 
validity and effectiveness of the use in 1993-1994 of 
concessions granted to certain RF components and enter- 
prises and submit proposals within the month to the 
government on streamlining these concessions. 
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The RF Government approved the draft Basic Guidelines 
of RF Social Policy in 1994 and instructed the Russian 
Ministry of Labor, the Russian Ministry of Social Protec- 
tion of the Population, the Russian Ministry of Finance, 
the Russian Ministry of the Economy, and the Russian 
Ministry of Agriculture and Food, with the participation of 
other interested federal executive bodies, to finalize the 
above draft with consideration for the discussion that took 
place at the government sessicn and submit it to the 
government within two weeks with the requisite calcula- 
tions and validation. 


The Russian Federal Employment Service, the Russian 
Ministry of Labor, the Russian Ministry of the Economy, 
the Russian Ministry of Social Protection of the Popula- 
tion, and the Russian Ministry of Finance have been 
instructed, when preparing the RF federal employment aid 
program for 1994, to make provision for the creation of an 
effective system of public works along with incentives to 
attract private capital into this sphere. 


The Russian Ministry for Cooperation With CIS Member 
States, the Russian Foreign Ministry, and the Russian 
Ministry of the Economy must submit to the government 
by | June 1994 proposals regarding the further develop- 
ment and strengthening of the Economic Union of the CIS 
States. 


The Russian Ministry of Finance, the Russian Ministry of 
the Economy, the Russian Ministry for Foreign Economic 
Relations, and the Russian State Committee for Statistics, 
jointly with the Central Bank of Russia, must submit to the 
government within the month a forecast for the 1994 
balance of payments. 


The RF Government has assigned the Russian Ministry of 
the Economy the systematic collection and analysis of 
information regarding the progress made in fulfilling the 
RF Council of Ministers-Government plan of action foi 
1993-1994 for the implementation of the first stage of the 
“Developing Reforms and Stabilizing the Russian Econ- 
omy” Program and the plan of RF Government top- 
priority measures to be implemented in accordance with 
the RF presidential Message to the Federal Assembly “On 
Strengthening the Russian State (Basic Guidelines of 
Domestic and Foreign Policy)” as well as the generaliza- 
tion and monthly submission of this information to the 
government. 


Federal executive bodies and executive bodies of RF 
components have been tasked with submitting a report to 
the Russian Ministry of the Economy regarding the 
progress made in fulfilling the above plans. 


The RF Government has asked the Government Pre- 
sidium to regularly examine the progress made in fulfilling 
this decree. 
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[Article by Mikhail Delyagin and Aleksandra Maslennik- 
ova, Analytical Center of the Kominvest Group: “The 
Banking Atlas of Russia’’] 


[Text] 


I. Determination of the Comparative Attractiveness of 
Regions for Embarking on Banking Operations by the 
Index Method 


1.1. General Approaches 


In comparing conditions for banking operations in various 
regions, we may distinguish three key factors that deter- 
mine a favorable outlook for embarking on banking oper- 
ations within them. 


First, we should name a volume of financial flows that 
should be sufficient for it to make sense for a banking 
institution to be established to service them. However, the 
volume of financial flows in and of itself indicates nothing: 
Given an insignificant number of banking institutions, 
even small gross flows may turn out to be sufficient to 
ensure the prosperity of a new bank or branch. 


This is why it is not the absolute volume but rather the 
concentration of financial flows which is the most impor- 
tant factor, i.e., the average volume of such flows per one 
banking institution already existing in the region. The 
significance of this factor is associated with the fact that 
the banking institution being established will be able to 
operate only if it succeeds in attracting a proportion of the 
clientele of already existing banks and branches. 


At present, a paradoxical situation is observed in Russia as 
a consequence of the insufficient development of the 
banking system and the attendant low level of competition: 
the larger the bank, the greater the indifference with which 
it treats its clients, and the more easily the latter “break 
away” from it. Indeed, a small bank, as a rule, services its 
founders. It hardly has clients besides these. The provision 
of highly specialized services is the only point that may 
draw the founders away from the bank they fully control, 
but both the need for such services and the number of 
banks capable of providing them are relatively small. 


At the same time, a large bank virtually does not depend 
on its depositors and does not strive to keep them at any 
price. As a rule, relative indifference and comparatively 
high fees for services result (of course, there are exceptions; 
however, the headlong progress of banks that violate this 
rule goes precisely to confirm that it is correct with regard 
to the banking system of Russia as a whole). It would be 
fi'ting to recall here that, having gained considerable 
authority, some of the largest Russian banks mounted 
entire campaigns to get rid of small and, therefore, less 
profitable clients by deliberately creating unbearable con- 
ditio is for servicing them. 
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As a result, the greater the concentration of financial 
resources at the banking institutions of a given region, the 
more amenable these resources are to reorientation toward 
new banks and branches. The above rule is a general rule 
for all market economies, although in less rigid form: High 
concentration is inseparably linked to an entire complex of 
phenomena which create prerequisites for the develop- 
ment of successful competition. In the absence of this, any 
market economy would be crushed by monopoly practices. 


Going back to the banking system of Russia, we should 
stress that the described indicators—the volume and con- 
centration of financial flows—do not reflect an entire 
complex of factors, some of which, in principle, cannot be 
quantified. Crucial factors, such as the level of develop- 
ment of infrastructure (virtually the most significant factor 
for banking operations!), the availability of skilled per- 
sonnel, and the attitude of local authorities can be taken 
into account only through a resultant indicator testifying 
to their total, combined impact, rather than directly. 


The number of branches that have already been created in 
the territory in question is such an indicator. The latter 
makes no sense in the absence of accounting for the two 
previous factors because it shows solely the propensities 
that prevailed in the past without factoring in the eco- 
nomic foundation on which these propensities rested. As a 
result, the mistakes of the past will become self-sustaining: 
For example, the extensive establishment of branches in a 
territory with insignificant financial flows as a result of 
particular subjective mistakes will create an illusion of 
extraordinary attractiveness, despite the fact that these 
branches eke out a pitiful existence. 


The enumerated factors characterize either the operational 
conditions that are external to the banking system (the 
volume of financial flows and, in part, the number of 
branches), or the quantitative aspect of the system’s own 
development (concentration of financial flows and, in part, 
the number of branches). The qualitative aspect of devel- 
opment of the system, i.e. the depth of speciali. ation of the 
banking institutions and the complexity of operations 
performed by them, are actually left out of our field of 
vision. 


To remedy this shortcoming, it would suffice to recall that, 
as a rule, sophisticated specialized banking operations are 
not associated with the immediate servicing of tangible 
flows. Therefore, the proportion of operations associated 
with the immediate servicing of tangible flows in the 
overall volume of operations of banking establishments 
will indicate the level of qualitative development of the 
banking system. We will conventionally call this indicator 
“the proportion of nonfinancial operations.” 


The above interconnected and interdependent factors 
which determine the conditions for banking activities in 
various regions make it possible to arrive at a generalized 
indicator of attractiveness of a particular territory even on 
the basis of existing imperfect statistics. 
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1.2. Indexes of the Scale and Concentration of Financial 
Flows, Level of Development of Branches, and 
Proportion of Nonfinancial Operations 


The greatest difficulties in undertaking the present effort 
are associated with the absence, in principle, of informa- 
tion on the strength of financial flows. Information on the 
size of regional bank assets provided by the Central Bank 
of Russia is suitable only with reservations because it 
applies to the assets of banks registered in a given territory, 
regardless of where they engage in operations. 


Distortions caused by this are most vividly apparent in the 
case of Moscow, to which the assets of former specialized 
and sectoral banks that have kept a considerable chain of 
branches and service territories quite far removed from 
Moscow are attributed. With a view to getting rid of this 
shortcoming, the size of bank assets has to be adjusted by 
taking into account a number of indirect indicators that 
point up various components of financial flows in the 
process of determining the index of financial flows. 


The index of concentration of financial flows, which 
describes the difference between volume of the average 
financial flows per one banking institution (bank or 
branch) in the region in question and the average Russian 
level, was determined in a similar manner. 


The indexes of the number of branches and proportion of 
nonfinancial operations were determined directly, by com- 
paring the number of branches registered in a given region 
(or, respectively, the proportion of nonfinancial operations 
in the total volume of operations of banking institutions in 
a given region) with the average Russian level. 


All the described indexes amount to deviations of the 
relevant indicators from the average Russian level, which 
is assumed to be 100 percent. 


1.3. Comparative Index of Attractiveness of Conditions 
for Banking Operations 


In working with the present publication, it is most impor- 
tant for the user to grasp the fact that, depending on the 
situation of his bank and its development strategy deter- 
mined by this situation, the significance of some of the 
factors described above may vary. 


After all, the index of attractiveness of conditions for 
banking operations as determined by us is subjective in 
nature: It depends not only on conditions within the 
region, but also on the potential of whoever wants to 
develop the region. 


Only the indexes of the volume and concentration of 
financial flows amount to unequivocal indicators: A rise in 
them unequivocally indicates easier banking expansion in 
the region in question and, consequently, there is a direct 
correlation between their value and the value of the 
resultant index. 


However, we encounter the first exception right there. 
Understandably, the comparatively low number of 
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branches is predicated on the effect of various counter- 
acting factors—difficult climatic and geographic condi- 
tions, inadequately developed infrastructure, shortage of 
cadres, paternalistic stance of the local authorities, and so 
on. 


It is also understandable that, in principle, the negative 
influence of any of these factors may be overcome by 
making financial outlays. A bank that incurs such outlays 
and overcomes the counteracting factors will gain an 
exceptionally favorable position, virtually that of a 
monopoly in the region in question. This is precisely the 
kind of situation about which they say that “Paris is well 
worth a mass.” 


For a bank that is prepared to incur the aforementioned 
Outlays, it is the relatively small rather than the large 
number of branches registered in the region that is the sign 
of comparative attractiveness of the region (naturally, all 
other conditions being equal). 


The correlation between the index of the number of 
branches and the comparative index of attractiveness of 
conditions for banking operations is also inverse rather 
than direct. 


The index of the proportion of nonfinancial operations, 
which describes the depth of specialization in the banking 
system and thus the quality of its development, should also 
be considered an “ambiguous”’ indicator. 


On one hand, to most banks a high level of development of 
the banking system offers extensive potential for finding 
their own “ecological niche’ and enhances the attractive- 
ness of a region. For these banks, the correlation between 
the proportion of nonfinancial operations and the 
resultant index is inverse. 


On the other hand, banks that are capable of not just taking 
advantage of the results of a high development of the 
banking system but also of acting as locomotives of this 
development will gain the greatest advantage precisely in 
the course of penetrating regions with a low level of 
specialization of banking institutions (of course, all other 
conditions being equal). They have an opportunity to 
shape the banking system of the region “to their specifica- 
tions” from the very beginning and to ensure their leading 
role in the region for a long time to come. 


In the present work, we proceed from the most typical case 
whereby a bank establishing branches sets the goal of 
taking advantage of already existing conditions for opera- 
tions rather than purposefully transforming thein. Given 
this strategy of establishing branches, the correlation 
beiween the indexes of the volume and concentration of 
financial flows, as well as the index of the number of 
branches, and the resultant comparative index of attrac- 
tiveness for banking operations is direct, and between the 
index of the proportion of nonfinancial operations and the 
resultant index—inverse. 


Accordingly, the comparative index of attractiveness of 
conditions for banking operations amounts to a geometric 
mean of the first three indexes and a value inverse to the 
fourth index. 
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However, we do not rule out the possibility that banks 
subscribing to a different approach to the establishment 
of branches will turn to the present work. We are 
including in Table | provided below not only the 
resultant indicator but also all the base indicators used to 
compute it in order to give such banks an opportunity to 
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modify the calculations made by us in keeping with the 
needs of their organizations. 


Therefore, the table in a way amounts to a construction set 
proceeding from which each manager may independently 
calculate various scenarios of policy concerning branches. 





Table 1. Comparative Index of Attractiveness of Conditions for Banking Operations 















































Area Comparative index Base indexes 
of attractiveness of 
conditions for of the volume of of the concentra- of the number of of the proportion 
banking opera- financial flows tion of financial branches of nonfinancial 
tions flows operations 

Northern Region 46.0 50.5 43.3 49.1 148.4 
Northwestern Region (including 60.3 46.8 54.2 61.9 80.4 
Kaliningrad) 
Central Region (excluding Moscow) 81.7 94.4 67.3 163.8 129.4 
Volga-Vyatka Region 40.3 37.9 37.5 67.3 136.2 
Central-Chernozem Region 36.1 34.0 40.9 60.2 204.0 
Volga Region 72.0 120.7 44.3 136.5 182.3 
North Caucasus Region 41.1 48.9 15.6 127.5 230.7 
Urals Region 92.2 152.3 64.3 158.6 144.6 
West Siberian Region 77.3 137.7 63.7 125.6 169.2 
East Siberian Region 53.1 61.7 44.8 83.4 155.8 
Far Eastern Region 62.4 67.6 57.2 87.2 166.2 
City of Moscow 288.4 102.6 236.0 82.0 18.3 
Average for Russia 100.0 100.0 100.0 100.0 100.0 




















Note |. The higher the index of comparative conditions for banking operations, the more favorable these conditions are, and the more promising 
the region under consideration is from the point of view of establishing branches. 





Note 2. As the table suggests, worse than average conditions for banking operations have developed in most regions. The reason is found in the 


concentration of banks in Moscow, which has caused a gap in the level of development of the banking system and, accordingly, conditions 
for banking operations that have developed in these few areas and those in the entire remaining territory of Russia. 





II. Regional Dynamics of Development of the Banking 
System 


2.1. Quarterly Dynamics of the Comparative Index of 
Attractiveness of Conditions for Banking Operations in 
the Economic Regions of Russia 


The assumption that the conditions for economic opera- 
tions in various regions would gradually become uniform 
as market relations develop was one of the cornerstones of 
the economic reform. The development of many processes 
tracked by official statistics in 1992 and 1993, in particular 
in the areas of price setting and the incomes of the 
population, on the whole confirmed this hypothesis, which 
made it possible to voice suppositions about the broader 
extent of its applicability. 


However, even calculations of the comparative index of 
conditions for banking operations broken down by eco- 
nomic regions, which level differences between individual 
territories to a considerable degree, at the very least fail to 
support this. 


This is visible to the naked eye in the table given below. 
The use of the most basic statistical methods paints a more 
detailed picture: The standard deviation from the mean 


value of the index, which fell in the second quarter, grew in 
ihe first and especially the third quarters, and as of | 
October considerably exceeded the level at the beginning 
of the year. 


At the same time, the attractiveness of conditions for 
banking operations declined steadily, quarter after quarter, 
in the Northern Region and (beginning with the second 
quarter) the Central-Chernozem Region. Moscow and the 
Urals Region, in which the comparative index exceeded 
the average Russian level, were the most attractive from 
the point of view of embarking on banking activities. 
Despite the overall downward trend, the growth of this 
index was registered in Moscow and the Far East during 
the first three quarters of 1993. 


At the same time, the growth of differentiation in the 
conditions for banking operations in the various regions 
testifies to the emergence of both “financial centers” and 
hopeless and unpromising “financial boondocks” in 
Russia. The development is so uneven that the territories 
in question may be adjacent within the framework of the 
same economic region. 


As far as the government is concerned, this, like any 
strengthening of disparities in the development of various 
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regions, testifies to the need to make new efforts aimed at 
providing uniform conditions for economic operations 
and preserving the territorial integrity of Russia. 


As far as the commercial banks are concerned, an 
increase in the disparity of the development of territories 
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and regional differentiation in conditions for banking 
Operations means that the need for preliminary esti- 
mates and for projecting such conditions will increase (at 
any rate in the foreseeable future), as will the “price of a 
mistake.” 





Table 2. Comparative Index of Attractiveness of Conditions for Banking Operations 















































By quarter of 1993 1 January 1 April 1 July 1 October 
Northern Region 45.0 44.8 43.3 40.5 
Northwestern Region (including 50.5 46.8 50.0 47.3 
Kaliningrad Oblast) 

Central Region (excluding Moscow) 90.3 87.1 99.9 83.3 
Volga-Vyatka Region 29.3 28.8 32.1 33.0 
Central-Chernozem Region 47.8 47.9 43.6 32.5 
Volga Region 96.2 82.9 88.8 78.8 
North Caucasus Region 52.3 43.7 48.3 40.4 
Urals Region 106.7 100.9 114.3 101.5 
West Siberian Region 86.3 87.4 94.1 84.6 
East Siberian Region 49.8 49.3 52.5 49.9 
Far Eastern Region 60.7 §2.2 67.2 63.2 
City of Moscow 224.2 234.7 205.6 233.1 
Average for Russia 100.0 100.0 100.0 100.0 
Standard deviation 49.7 52.6 46.0 52.7 

















Note |. The higher the index of comparative conditions for banking operations, the more favorable these conditions are, and the more promising 
the region under consideration is from the point of view of establishing branches. 





Note 2. The index of comparative conditions for banking operations as of 1 October 1993 is different from that given in Table | because in Table 
2 the results of calculations by simplified methods are given (since some of the statistical information for previous periods turned out to be 


inaccessible). 





2.2. Quarterly Dynamics of the Assets of the Banking 
System of Russia in Real Terms by Economic Region 


Both enthusiasts who welcome the rapid development of 
the banking system of Russia and individuals who talk 
profusely about the excessive development of “‘specula- 
tive’ capital or the need to reduce the money supply in real 
terms in order to restrict the growth of prices would benefit 
from learning about a reduction in the assets of commer- 
cial banks in real terms (adjusted for the level of inflation) 
in 1993. 


As the table given below indicates, the reduction in ques- 
tion has proceeded in an extremely uneven manner in 
terms of both time and territories. In one-third of the 
economic regions of Russia—Northern, Northwestern, 
Volga, and North Caucasus—this reduction, which is 
indicative of the retrogression of the local banking system, 
is continuous and systematic in nature (which, however, in 
and of itself does not necessarily rule out the opportunity 
for the emergence of new financial centers in the territories 
of some of these regions). 


It is notable that, paradoxical as it might be, a growth of 
assets in real terms was registered in 1993 during periods of 
high rates of inflation. In the second quarter, when the 
growth of prices slowed down, assets in real terms fell by 
almost one-fourth. The dependence in question is an 
important illustration of the fact that with inflation at an 


average level, business activity (of which the value of assets 
in real terms is an indirect indication) grows with a higher 
level of prices and drops with a lower level. Therefore, 
moderate inflation acts, in a way, as a “booster” of 
business activity under the described conditions. 


With this in view, it is possible to conjecture that a certain 
hardening of financial policy implemented in the fourth 
quarter of 1993 will bring about yet another reduction in 
assets in real terms. At the same time, an increase in the 
money supply after the New Year, which was virtually 
unavoidable because of the aggravation of the nonpay- 
ments problem and the growth of social tensions, will most 
likely cause not only an acceleration of the growth of prices 
but also a rise in business activity in the first quarter of 
1994. According to available estimates, by | April 1994 
this rise may bring about a restoration of the level of assets 
in real terms as of the beginning or even end of the first 
quarter of 1993. 


A comparison of data in the two provided tables shows 
that the growth of assets in real terms compared to the 
previous period, or the growth of the nominal assets of 
commercial bank outpacing inflation, is accompanied by 
the reinforcement of territorial differentiation in the con- 
ditions for banking operations. This is due to the fact that 
financial centers accumulate the bulk of the increment of 
monetary funds in real terms or, in other words, business 
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activity grows primarily in financial centers that have 
considerably more developed production and, particularly 
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important, financial infrastructure than other regions of 
the country. 





Table 3. Assets of Commercial Banks of Russia (Except the Savings Bank) in Real Terms (Adjusted for Inflation) by 
Economic Region, as a Percentage of 1 January 1993 















































1 January 1 April 1 July 1 October 

Northern Region 100 91.82 77.19 68.17 
Northwestern Region (including 100 82.59 81.38 67.77 
Kaliningrad Oblast) 

Central Region (excluding Moscow) 100 100.70 105.15 72.40 
Volga-Vyatka Region 100 83.89 78.42 90.71 
Central-Chernozem Region 100 111.82 63.55 45.20 
Volga Region 100 76.99 71.81 56.87 
North Caucasus Region 100 72.79 61.37 48.38 
Urals Region 100 92.19 95.26 81.60 
West Siberian Region 100 93.48 96.91 80.69 
East Siberian Region 100 101.51 89.01 85.01 
Far Eastern Region 100 87.63 84.21 85.24 
City of Moscow 100 126.81 82.36 114.27 
Russia as a whole 100 106.27 80.99 91.73 
Inflation rate (percentage) 93.62 78.07 86.00 

















2.3. Quarterly Dynamics of Assets of the Banking 
System of Russia by Area 


The indicator of dynamics of bank assets broken down by 
economic region is only significant in forming a general 
picture. A high degree of generalization ensures the clarity 
which is necessary to this end, but also renders the use of 
this indicator to solve specific problems virtually mean- 
ingless. After all, each economic region includes territories 
with the most varied conditions for banking operations; as 
has been shown above, the development of market rela- 
tions does not weaken but, on the contrary, strengthens 
existing differentiation (at any rate, at the present stage of 
development). 


The dynamics of assets in real terms broken down by area 
are of practical significance in working \ut the policy of 
banks concerning branches. These dynamics complicate 
the perception of the overall picture but make it possible to 
track changes in the situation in each territory taken 
separately. 


The assets of banks in real terms increased only in six areas 
out of the 77 observed, and in another eight areas the drop 
in assets was smaller than the average Russian level. 
Therefore, only in 14 areas out of 77 did conditions emerge 
which favored the development of the banking system. 


From among the rest, we should note 40 areas in which a 
systematic fall in bank assets in real terms was registered 
quarter after quarter. The distribution of these stagnant 
territories among economic regions appears significant: 


—in the Northern Region—four areas out of five (80 
percent); 


—in the Northwestern Region—two areas out of five (40 
percent); 


—in the Central Region—eight areas out of 13 (62 per- 
cent); 


—in the Volga-Vyatka Region—three areas out of five (60 
percent); 


—in the Central-Chernozem Region—two areas out of five 
(40 percent); 


—in the Volga Region—six areas out of eight (75 percent); 


—in the Northern Caucasus Region—eight areas out of 
nine (89 percent); 


—in the Urals Region—four areas out of seven (57 per- 
cent); 


—in the West Siberian Region—two areas out of seven (29 
percent); 


—in the East Siberian Region—one area out of six (17 
percent); 


—and finally in the Far Eastern Region—not one (out of 
seven). 


However, Voronezh Oblast, in which a genuine banking 
disaster occurred, stands out even against this background 
of depressed development. Assets in real terms, which 
grew by a factor of 1.5 in the first quarter, dropped by a 
factor of more than five in the following half of the year. 








34 RUSSIA 


2.4. Complementing the Comparative Index of 
Attractiveness of Conditions for Banking Operations 
With the Indicator of the Dynamics of Assets in Real 
Terms 


The dynamics of bank assets in real terms give us an idea 
of comparative conditions for the development of banking 
institutions in the territories under review; in this capacity, 
such dynamics may be taken ‘nto account in determining 
the attractiveness of these territories for embarking on 
banking operations in them. 


The sharp quarterly fluctuations of bank assets in real 
terms which have been registered in many regions while 
the general development trend was pronounced prompt us 
to use periods of time longer than one quarter, looking to 
changes that occur over at least three quarters rather than 
one. 


In the table below, the standard comparative index of 
attractiveness of conditions for banking operations is 
complemented with the index of changes in bank assets in 
real terms in the last three quarters. 
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The latter index introduces a dynamic component into the 
analysis and, as a comparison of results shows, virtually 
makes it possible to proceed in the course of analysis 
without calculating the comparative indexes of attractive- 
ness of conditions for banking operations in the preceding 
periods (because the inertia of the rest of its components is 
rather high). 


The index of changes in bank assets in real terms shows 
how strong and dynamic local banks are. As a rule, 
considerable reductions in assets in real terms testify to 
“outside” expansion which is strangling local banks; in this 
case, a bank penetrating the market will no longer have to 
compete with local banks but with more aggressive and 
compounded [as published] banks which are ahead of it. 
Only a very strong bank may try to capture their market. 
For a majority, entering the “domestic market” of local 
banks is within reach; even if the latter banks are strong 
enough to carry out their own branch programs, their 
attention is, as a rule, riveted to the regions of expansion 
and is weakened with regard to the territories of their 
location. 





Table 4. Comparative Index of Attractiveness of Conditions for Banking Operations, With Dynamics of Assets in Real 


Terms Taken Into Account 












































Area Comparative index of conditions for banking Additional (dynamic) base index of changes in 
operations assets in real terms in the last three quarters 

Northern Region 50.64 74.31 

Northwestern Region (including Kaliningrad) 64.52 84.71 

Central Region (excluding Moscow) 81.16 78.96 

Volga-Vyatka Region 48.23 98.89 

Central-Chernozem Region 38.35 49.28 

Volga Region 69.86 62.00 

North Caucasus Region 43.23 52.74 

Urals Region 91.55 88.96 

West Siberian Region 79.35 87.96 

East Siberian Region 59.38 92.67 

Far Eastern Region 67.60 92.92 

City of Moscow 243,82 124.56 

Average for Russia 100.00 100.00 











Ill. Certain Prospects for Development of the Banking 
System of Russia 


1994 Promises to Become the Year of the “Great 
Repartition” of the Russian Market for Banking 
Services 


For now, it will be a repartition solely among Russian 
banks. 


Extensive redistribution of clients among banks will appar- 
ently become the most conspicuous direction of the devel- 
opment of the banking sphere of Russia in 1994. A 
tremendous number of large enterprises are still serviced 
by cumbersome and comparatively inefficient structures 
such as Rosselkhozbank [Russian Agricultural Bank], 
Promstroybank [Industrial Construction Bank], as well as 


the banks of former sectoral ministries which are in an 
intermediate position. As a rule, settlements are slow at 
banks of this kind, fees for services are high, and the scope 
of services provided is uarrow. However, the main point is 
that the ‘‘state-affiliated” banks have preserved the non- 
commercial style of operation and demonstrate no ability 
to change It. 


Undoubtedly, as the market develops, inconveniences 
associated with this situation will become increasingly 
perceptible to clients, and will increasingly outweigh the 
sole advantage of the structures in question—easier access 
to state financing (including in the form of various prefer- 
ential loans). This will cause a considerable number of 
enterprises possessing respectable financial resources to be 
“pushed” into the embrace of genuinely commercial banks 
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in the immediate future, even if the banks are completely 
passive; this “push” is going to be protracted and massive. 
Neither the modernization of the present-day state- 
affiliated monsters nor the creation of their own banks by 
enterprises will be able to restrict this process in a 
major way. 


For the purposes of a genuine conversion to commercial 
operations, the “state-affiliated”’ banks are too closely 
involved with the distribution of state resources. The issue 
of attracting clients is not a life or death issue for them; to 
a considerable degree, these banks (for example, Prom- 
stroybank) associate their prospects with hopeless attempts 
to restore the prereform past. 


At present, the creation of new banks is increasingly 
difficult. A shortage of skilled personnel with integrity, 
mounting competition, and mainly the absence of guaran- 
teed profits will make seeking the services of already 
successfully operating banks increasingly attractive com- 
pared to the creation of a proprietary bank. Let us recall 
that the banking “boom” of 1992 and the first half of 1993 
was due to a catastrophic decline of the ruble against the 
dollar, as a result of which it sufficed for a bank to acquire 
“self-growing” foreign exchange assets to secure stable 
high profits. In the second half of 1993 the process of 
creation of banks was given a new impetus due to quite a 
number of mostly trading companies reaching a new stage 
of development. This impetus has virtually been depleted 
by now because the number and, most importantly, finan- 
cial resources of large companies are already restricted by 
the market nearing saturation. 


This is why there are grounds to believe that 1994 will be 
the last year of “explosive” growth in the number of banks. 
A “critical mass” will finally be reached in that year, and 
the further process of development in the banking system 
will most likely take the path of increasing the number of 
branches. Attacks on trust companies, which are beginning 
to usurp some banking functions, as well as the unsuc- 
cessful struggle of the Central Bank against small banks 
performing only an insignificant proportion of banking 
operations, may be viewed as early symptoms of the 
forthcoming sharp complication and internal stratification 
of the banking system of Russia. 


As has been said above, such complexity and stratification 
will be accompanied by a mass repartition of the domestic 
market of banking services. The capture of clients by 
aggressive commercial banks from state-affiliated struc- 
tures will be the main content of! this process in 1994. 
However, it is estimated that the feast of Russian commer- 
cial “sharks” on the carcass of the sickly whale of the state 
banking system will not last long—no longer than 1.5 
years. Later, foreign banks will break into the Russian 
market, which are now being contained by the absence of 
“threshold” stability rather than by state measures; Rus- 
sian banks that do not manage to ensure support from 
large foreign structures, as Inkombank has, will experience 
major difficulties. 
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Bank Response to Accusations of Mismanagement 
Viewed 


944E0586A Moscow TRUD in Russian 15 Mar 94 p6 


Article by the Management Board of the People’s Bank: 
“We Suggest That Yu. M. Luzhkov, Moscow’s Mayor, and 
V. V. Gerashchenko, Chairman of the Russian Federa- 
tion’s Central Bank, Investigate.” 


[Text] Moscow’s government has adopted a decision to 
transfer the servicing of the city’s budget from the People’s 
Hank to a group of so-called proxy banks. The question of 
which bank organizes the affairs of the moneyowner best is 
being solved. However, the trouble is that everything is not 
being done in a completely civilized manner. 


The mass information media are conducting a purposeful 
campaign to discredit the People’s Bank, which has ser- 
viced Moscow’s budget for many years. We are officially 
Stating that the accusations directed at us are false and are 
aimed at harming the bank’s reputation and that we are 
prepared to prove our case with documents. 


Our bank is competent enough not to fear for its reputa- 
tion; however, the malicious nature of the libelous cam- 
paign compels us to give an explanation. The bank is not 
related to a single so-called delay of payment. Moreover, 
they are trying to accuse us of delaying wages to on-budget 
organizations that are, on the whole, not clients of the 
People’s Bank. It is a pity that the mass information media 
are not finding time to check the reliability of their 
information. 


We continuously receive letters from numerous clients 
who express gratitude for the long years of fruitful collab- 
oration and who are puzzled about why they are being 
compelled to leave us against their wishes. 


Our opinion regarding the transfer of budget assets to 
other banks is a simple one: If the government thinks that 
the other banks can service it better, it is advisable and we 
have no complaints. However, this does not mean that the 
People’s Bank has serviced the city’s budget poorly. On the 
contrary, it means that the People’s Bank has serviced the 
budget normally. 


If Moscow’s government thinks that a group of other 
banks, called proxies, will do it better, it has a right to 
transfer the budget’s management to them. In this case, 
however, all responsibility for the consequences rests with 
those who made this decision. 


However, this normal approach to the matter evidently 
does not suit the authors of the campaign directed against 
us. They must prove that the People’s Bank implemented 
the budget poorly and nothing remained for Moscow’s 
government to do except to transfer the budget’s servicing 
to others. In our view, the false and juggled information 
and facts about our bank’s poor work begin here. 


The procedure for transferring the budget also appears 
extremely strange. Everything was done in secret. They did 
not inform us about the criteria, which guided the govern- 
ment when selecting the proxy banks. Despite repeated 
promises, Moscow’s mayor did not receive the chairman of 
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the board of the People’s Bank. Other leaders of the 
capital’s government also did not wish to talk with us. 


We do not want to praise ourselves but our achievements 
are well-known. For many years, we have not received any 
censures from our clients. We are ready to say and show 
that everything was done in the interests of the capital’s 
inhabitants. We will do this with the help of the mass 
information media that has maintained its objectivity. 


We are addressing an urgent request to Moscow’s mayor 
and the chairman of Russia’s Central Bank to investigate 
carefully what has happened, study the documents impar- 
tially and meet with the chairman of the board of the 
People’s Bank. 


We are requesting our customers, whom we have never 
refused to support and assist, to express their unbiased 
opinion about the work of the People’s Bank. 


We are turning to our banking colleagues: Today, a 
libelous campaign has been organized against us; 
tomorrow, it will be your turn if we do not give the 
necessary rebuff through our joint efforts to those forces, 
which are not disdaining any means to achieve their 
advantage. 


Board of the National Bank. 


Demand for Domestic Production Declines 
Sharply in February 


944E0570A Moscow FINANSOVYYE IZVESTIYA 
in Russian No 10, 10-16 Mar 94 p Il 


[Article by Sergey Tsukhlo, Institute of Transition Period 
Economic Problems: “Demand for Domestic Products 
Hits Record Low’’} 


[Text] The volume of production declined sharply in 
February. These are the results of a state of the market 
survey of 172 enterprise directors in Moscow and the 
oblast. While earlier only 50 percent of respondents men- 
tioned production decline (December 1993), in February 
61 percent mentioned it. The cause of the general decline 
in industry in February are reports of a substantial reduc- 
tion in output at machine-building and construction mate- 
rial industry enterprises, where the balance of 
“increased” —‘‘decreased” replies measured -60 percent 
and -53 percent, respectively. On the whole, a production 
increase was registered in February only at woodworking 
industry enterprises, where the balance is positive 
(+9 percent). 


The absence of practical steps to implement the budget 
and credit policy of the new government has not changed 
the trend, which had materialized by the end of 1993, of 
the decline in producers’ normal demand for industrial 
output. In February 1994, 87 percent of enterprises saw 
demand for their products as insufficient (84 percent in 
January). The share assessing demand as normal dropped 
to a record low of all the surveys (8 percent). Dissatisfac- 
tion with demand exceeded 90 percent in the machine- 
building, metallurgy, and petrochemical industries. In the 
woodworking industry even now at least 30 percent of 
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enterprises see demand for their output as normal. In the 
summer of 1993 the share of such assessment in the sector 
was 50 percent. 


Low demand forces producers to first and foremost cut 
back on production: 47 percent of the respondents in this 
group are willing to cut back on production and only 11 
percent are willing not to raise prices. Among enterprises 
that see the demand as normal, 22 percent will try to 
refrain from raising prices. 


When the decline in production slowed down somewhat in 
January, in the environment of shrinking demand it 
caused a build-up of excess inventories of finished prod- 
ucts. In February enterprises already preferred to cut 
production rather then fill their warehouses with finished 
products. The balance of inventory estimates dropped by 
five percentage points and returned to the level of Novem- 
ber-December 1993. Nevertheless, an increase in excess 
inventories was registered at enterprises in machine- 
building (62 percent, in January—55 percent), wood- 
working (55 percent, in January—O percent), and food 
processing (50 percent, in January—38 percent) industries. 


The survey results show that enterprises forecast changes in 
their production practically without taking into account the 
volume of inventories of finished products. However, 
inventory estimates do influence producers’ price policy— 
16 percent of enterprises with excess inventories will 
attempt to hold prices at the same level, and only 10 
percent of those with normal inventories will attempt to do 
so. 


In February the number of surveyed enterprises expecting 
production decline was no longer increasing. The differen- 
tial of ‘‘will increase’ —‘‘will decline” answers measured 
-31 percent (-33 percent in January). At the same time, 
only 36 percent of enterprises hoped to maintain produc- 
tion volume. This is the worst level in the past 17 months. 
The highest expectations of production cutbacks are 
steadily registered at very large (54 percent replied “will 
decline”) and large (45 percent) production facilities. 
During the next few months production cutbacks are most 
likely in machine-building (balance -42 percent), light 
industry (-22 percent), and the petrochemical industry (-28 
percent). At woodworking and food processing industry 
enterprises the prevailing forecast for the new year is one 
of maintaining the current production volume. 


After the January jump in inflationary expectations, hopes 
for curbing the price race rose again in February: The share 
of “will not change” replies comprised 10 percent (5 
percent in January and 15 percent in December). Mainly, 
efforts to keep wholesale prices at the same level will be 
made in light (21 percent of “will not change” and 5 
percent of “will fall” replies), machine-building (12 per- 
cent “will not change’), and woodworking (9 percent “will 
not change’’) industries. 
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DELOVOY MIR Economic Statistics, 2 March 


944E0559A Moscow DELOVOY MIR in Russian 
2 Mar 94 p 4 


[Report by Valeriy Galitskiy, Aris Zakharov, and Aleksandr 
Frenkel, Russian State Committee on Statistics: ‘“Produc- 
tion Output and Price Dynamics as of 22 February”] 
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Prices for Goods and Services 


Over the period 15 to 22 February 1994 prices for con- 
sumer goods and services rose by 1.9 percent, including for 
foodstuffs—by 1.6 percent, nonfood items—by 2.4 per- 
cent, and for-fee services for the population—by 1.7 per- 
cent. Consumer prices for goods and services rose in 
practically all regions of Russia by 1-2.5 percent. 


Indices of prices for consumer goods and services in 
February were as follows (as a percentage of the preceding 





























[Text] date): 
02/08 02/15 02/22 Average daily price rise 
February January 

Consumer goods and services 103.3 102.8 101.9 0.36 0.68 
including: 

foodstuffs 103.8 102.5 101.6 0.36 0.68 
nonfood items 102.8 102.5 102.4 0.35 0.40 
for-fee services for the population 103.1 107.4 101.7 0.54 | 2.38 

















Since the beginning of the month prices in the consumer market increased by 8.3 percent, including those for 
foodstuffs—by 8.1 percent, nonfood items—by 7.9 percent, and for-fee services for the population—by 12.5 percent. 


Foodstuffs 


From 15 to 22 February, prices for basic foodstuffs rose at a slower pace. y 1.7 percent in organized trade, and by 1.0 





percent in nonorganized trade. 


Price changes by main categories of food products over this period are shown below. 





















































as % of the preceding observation date 
including 
Total in organized trade in nonorganized trade 7 

All food products 101.6 101.7 101.0 
including: 

Meat and meat products 101.5 101.9 100.4 
Fish and fish products 103.0 103.1 99.0 
Milk and milk products 103.4 103.6 102.2 
Eggs 101.1 101.2 99.8 
Sugar 100.2 100.2 100.4 
Bread and bakery products 101.6 101.6 

Cereals and macaroni items 103.5 103.4 106.2 
Vodka 99.0 99.0 100.0 
Potatoes and vegetables 104.4 104.2 104.7 














In organized trade over the past week the pace of price 
increases slowed down with respect to practically all mon- 
itored foodstuffs. At the same time, prices with respect to 
milk products, cereals and macaroni items, vegetables, and 
fish products continued to rise at an anticipatory rate. 
There was practically no change in prices for sugar, vodka, 
vegetable oil, tea, flour, and oranges. 


Since the beginning of February prices for milk products 
have risen by 17.6 percent; for cereals and macaroni items, 
potatoes, and vegetables—by 13 percent; for bread and 
bakery items—by 10 percent; and for meat and meat 
products—by 7.7 percent. 


In nonorganized trade, prices rose over this week on 
average at a somewhat slower rate than in organized trade 
(1 percent). Vegetable prices rose at a higher rate. Those 
for fresh cabbage increased by 8 percent. Since the begin- 
ning of the month vegetable prices have risen by more than 
20 percent. 


The cost of a consumer basket of 19 basic foodstuffs rose 
over the week by 1.6 percent and amounted as of 22 
February to 40,800 rubles [R], calculated on a monthly 
basis. Magadan remains the most expensive city (R97,500) 
and Ulyanovsk—the least expensive (R23,800). Moscow is 
in 30th place of 132 monitored cities (R45,300 on a 
monthly basis). 
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Nonfood Items 


Over the past week prices for the main categories of 
nonfood items rose by |-3 percent. A higher rate of price 
increases was registered with respect to synthetic deter- 
gents and certain categories of medical supplies (5-10 
percent). 


Since the beginning of February prices for fabrics, cultural 
and household items, and certain categories of medical 
supplies have increased by 10-20 percent. 


For-Fee Services for the Population 


Fees for services changed insignificantly over the past 
week (1.7 percent). Since the beginning of February the 
cost of municipal housing has increased |.8-fold, hot water 
fees—1.6-fold, and the cost of basic residential telephone 
service—by almost 30 percent. Suburban train and inter- 
city bus fares increased by 20 percent. 


Production of the Most Important Varieties of 
Indusirial Output 


Over 20 days of February 1994, of 163 categories of 
products counted in periodic reports, average daily 
production as compared to the corresponding period of 
February 1993: 


—increased with respect to 11 items, (including polypropy- 
lene, polyvinylchloride plastics, cotton fabrics, tea, 
toothpaste), or 7 percent of the total number; 
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—Decreased with respect to 149 positions, or 91 percent of 
the total number; 


and as compared to the corresponding period of January 
1994; 


—increased with respect to 101 items, (including coal, iron 
ore, steel pipe, sulfuric acid, mineral fertilizers, caustic 
soda, synthetic dyes, polyvinylchloride tar and vinyl- 
chloride copolymers, chemical fibers and filaments, 
large electric machinery, metal-cutting machine tools, 
self-propelled cranes, rail freight cars, trolleybuses, fric- 
tion-free ball bearings, wood-chip board, cardboard, 
cement, construction brick, roof slate, asbestos-cement 
pipe and couplers, soft roofing and insulation materials, 
refrigerators and freezers, washers, tape recorders, radio 
receivers, television sets, sewing machines, fabrics, knit- 
wear and hosiery, footwear, butter, high-fat cheese and 
feta cheese, whole-milk products, bread and bakery 
items, facial soap), or 62 percent of the total number, 


—decreased with respect to 59 items, or 36 percent of the 
total number. 


Based on the dynamics of the output of most important 
categories of products, the estimated average daily volume 
of industrial production over the elapsed period of Feb- 
ruary 1994 amounted to 74 percent of the level of the 
corresponding period of last year’s February. 


The output of main categories of industrial products over 
20 days of February 1994 is characterized by the following 
data: 




































































Produced over 20 days of as % of the corresponding period 
February 1994 (in terms of average daily production) 
February 1993 January 1994 _ 

Electric power—billion kw-hr : 58.9 98 108 
Oil, including gas condensate, million tonnes 15.9 83 92 
Natural gas, billion cubic meters 36.8 99.1 100.0 
Coal, million tonnes 16.3 91 130 
Steel, million tonnes 2.3 2 95 
Finished rolled ferrous metals, iillion tonnes 1.8 72 94 
Stee! pipe, thousand tonnes 201 52 109 
Large electric machine’y, units 156 4s 156 
Metal-cutting machine tools, units 357 43 147 
Trucks, thousand units 9.5 29 90 
Passenger cars, thousand units 44.7 83 4.7 times 
Tractors, thousand units 893 12 70 
Chemical filament and fiber, thousand tonnes 10.6 47 102 
Mineral fertilizer (recalculated as 100 percent nutrients), 352 74 106 
thousand tonnes 
Automotive tires for agricultural vehicles, motorcycles, and 1.4 62 105 — 
motorollers, million units 
Commercial timber, million cubic meters raft wood 4.2 61 93 
Lumber, thousand cubic meters 591 63 90 
Paper, thousand tonnes 128 76 94 
Cement, million tonnes 1.7 44 120 
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Produced over 20 days of as % of the corresponding period 
February 1994 (in terms of average daily production) 
February 1993 January 1994 
+— - _— ——— - ———— — _ -— 
Roof slate, million standard tiles 68.1 3 2. 1times 
Construction brick, million units of standard brick 424 73 113 
- . . 4 

Soft roofing and insulation materials, million square meters 18.0 51 105 
Fabrics, total, million square meters 166 89 121 

- - —~-—$ —- 4 - --_ _- —__- - —---—-—- -4- = — _—— - -~ 
Hosiery, million pairs 22.3 74 121 

: —— —_ eusnaitesenenee ae —— 7 —_ ' = mepmunnunaain 
Knitwear, million units I 12.5 78 136 
— a oo - — a - +——- 
Footwear, million pairs 3.0 41 143 
——— + . ee o—_ 7 _ —— — - ~ — 
lelevision sets, thousand units 166 82 12° 
—E ~~~ NE ee ——EE — — — * - - = 

Radio receiving devices, thousand units ; 64.0 48 | 147 
Refrigerators and freezers, thousand units 174 95 103 

= - LS aS... { Ne 
Electric vacuum cleaners, thousand units 54.3 3} 64 
Washing machines, thousand units 116 53 124 
Meat, including subproducts, category I, total, thousand 89.6 65 84 
tones 

. — ————— — — ee» SS oe _ _ 
Whole-milk products, recalculated as milk, total, thousand 342 81 104 
tonnes 
— — a Se _ 

Butter, total, thousand tonnes 13.2 69 111 
Granulated sugar, including that produced from 53.4 64 i 76 
customer-supphed raw material 














Over the first three weeks of February 1994 there was no production of grain harvesting combines or electric and diesel 
railroad locomotives. 


Rail Transport 


As of | February 1994, 44.4 million tonnes of goods due to be transported by rail were waiting at enterprises and railroad 
stations, including 36.4 million tonnes at track-adjacent loading areas of enterprises and stations, which is 0.8 percent 
more than as of | February 1993 and 17 percent less than as of | January 1994. 


The most significant among unshipped cargo remainders were the following: 












































Remaining cargo to be transported by rail As % of the corresponding period of last year 
waiting at track-adjacent loading areas of 
enterprises and stations as of 1 February 1994, 
million tonnes 
Total cargo 36.4 100.8 
including: 
bituminous coal 13.5 111 
oil and petroleum products 1.3 89 
iron and manganese ore 3.0 110 
- - —_—_—— ———_——_+- - ——-—————— ——————— — 

timber 3.7 90 
construction cargo 5.5 74 











Kemerovo Oblast accounts for 50 percent of the total Oblast—56 percent, and Kemerovo Oblast—12 percent; 
quantity of bituminous coal awaiting shipping in Russia, and with respect to oil and petroleum products: Nizhniy 
Rostov Oblast—for 18 percent, the Republic of Sakha Novgorod Oblast—20 percent, Omsk Oblast—18 percent, 
(Yakutia}—-8 percent, and the Republic of Komi—7 per- and Perm Oblast—15 percent. 


cent; 12 percent of the timber is awaiting shipping in Privatization in Industry 


Arkhangelsk Oblast, 9 percent—in Irkutsk Oblast, 8 per- 
cent each in Kostroma and Tyumen Oblasts and the In 1993, 12,000 state and municipal industrial enterprises 
Republic of Komi; with respect to construction cargo were privatized in Russia. At 3,800 enterprises the priva- 
remainders, Novosibirsk Oblast accounts for 26 percent, tization process has been completed and all payments have 
Sverdlovsk Oblast—I1 percent, and St. Petersburg—8 been made in full (including at 1,900 light industry 
percent, with respect to iron and manganese ore: Belgorod enterprises). 
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The denationalization process has spread to all industrial 
sectors, It is practically complete in light industry (98.6 
percent of the total number of state and municipal enter- 
prises in the sector had bee.: privatized as of the beginning 
of the year); the process is actively progressing in ferrous 
metallurgy (54.6 percent), the chemical and petrochemical 
industry (52.9 percent), and machine building and metal- 
working (51.0 percent). 
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At the same time, in the construction material and food 
processing industries, whose enterprises are subject to 
mandatory privatization, denationalization is proceeding 
at a relatively slow pace: 35-43 percent of enterprises have 
been privatized, 


Data on privatization of state and municipal enterprises by 
industry sector in 1993 are shown below: 


















































Privatized enterprises 
Entities as % of the number of Charter capital, R billion 
state and municipa! enterprises 
as of 1 January 1993 

industry as a whole 11,948 44.6 | 422.8 
including: 
power generation 80 9.1 45.4 
fuel industry 64 10.0 60.1 
ferrous metallurgy 119 54.6 48.7 
nonferrous metallurgy 80 35.1 16.5 
chemical and petrochemical industry 281 52.9 27.5 
machine building and metalworking 2,901 51.0 125.0 
timber, woodworking, and pulp and paper 909 21.5 13.7 
industry 
construction material industry 826 35.5 10.7 
glass and porcelain-stoneware industry 55 45.1 1.5 
light industry 3,374 98.6 26.8 
food processing industry 2,071 42.9 29.7 














Denationalization in Russian industry in 1993 was accom- 
plished mostly through conversion to joint-stock holding. 
This was the preferred method chosen by 6,223 state and 
municipal enterprises, or 52 percent of those privatized (in 
1992—19 percent of enterprises). Under this method, 
enterprise employees select, as a rule, the second option for 
preferences, whereby common stock, which comprises 51 
percent of the charter capital, is to be sold to enterprise 
employees, as well as employees of enterprises that are 
linked with it in a single technological complex (in 1993, 
47 percent of shares were sold to employees of privatized 
enterprises). 


This method of privatization was used most in 1993 in 
machine-building and metalworking, where 1,870 joint- 
stock companies were set up; in the food processing 
industry—1I,732; and the construction materials 
industry—500. 


In 1993 more than 577 million shares of stock were issued 
and sold, with a nominal value of R1,000 per share on 
average, for a total amount of R416 billion. About 53 
percent of all stock issued, in the amount of R187 billion, 
was transferred to the property fund (of them, 72 million 
shares were sold by the fund through auctions, 2.4 million 
shares—through bids, and 7.5 million shares—at invest- 
ment auctions). After selling stock at auctions, through 


bids, and through investment auctions, as of | January 
1994, 215.5 million shares worth R154.8 billion were left 
in the fund. 


About 23 percent of all shares were purchased by enter- 
prise employees at the selling price set by the State Com- 
mittee for the Administration of State Property, in the 
amount of R144 billion. Also purchased were 77.5 million 
shares of Class A preferred stock (13.4 percent) in the 
amount of R46.8 billion. Forty-five million shares of 
common stock worth R27.3 billion were distributed on 
preferential terms among enterprise employees. 


The Russian economy received R1! 18.5 billion from priva- 
tization of industrial enterprises, including R15.7 billion 
from fully privatized enterprises. 


Account-Clearing Relations with CIS and Baltic 
Countries 


By the beginning of 1994 the accounts payable debt at 
enterprises in industry, construction, transportation, and 
agriculture amounted to R47.0 trillion, including R16.4 
trillion, or 35 percent, in past due accounts; enterprise 
accounts receivable amounted to R43.8 trillion, including 
R18.1 trillion, or 41 percent, in past due accounts. 


Russian Federation enterprises accounted for the greatest 
share of past due accounts—R16.0 trillion, or 98 percent; 
and CIS and Baltic countries through direct contracts—for 
RO.3 trillion, or 1.5 percent. 
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Enterprise accounts receivable in transactions between 
Russian Federation enterprises amounted to R16.5 tril- 
lion, or 91 percent of the total amount. Past due accounts 
of enterprises located on the territory of CIS and Baltic 
countries in direct contracts with Russian enterprises 
amounted to RO.6 trillion, or 3.4 percent. 
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The status of account-clearing relations of enterprises 
and organizations in Russian industry, construction, 
transportation, and agriculture in direct contracts with 
enterprises located on the territory of CIS and Baltic 
countries was characterized by the following data (bil- 
lions of rubles): 



























































Past due accounts 
receivable payable 
as of 01/10/93 as of 01/01/94 as of 01/10/93 as of 01/01/94 
Russian enterprises’ accounts with CIS and Baltic 479.7 619.5 224.5 252.9 
enterprises—total 
including with enterprises in: 
Ukraine 172.3 208.5 95.8 96.5 
Belarus 71.2 96.2 22.4 24.5 
Uzbekistan 45.8 $0.0 11.3 1220 
Kazakhstan 115.8 169.2 72.8 85.4 
Georgia 6.1 2.7 1.3 5.6 
Azerbaijan 7.7 11.7 3.0 4.8 
Moldova 0.1 11.6 1.6 3.4 
Kyrgyzstan 6.7 7.6 1.5 1.1 
Tajikistan 8.0 11.6 4.0 2.8 
Armenia 2.3 2.7 3.7 4.2 
Turkmenistan 19.1 29.1 3.1 3.9 
Latvia 8.7 11.7 1.7 3.6 
Lithuania 4.7 4.1 1.6 4.2 
Estonia 1.2 2.8 0.8 0.7 

















The greatest share of past due accounts in the total amount 
of receivables existed in accounts with enterprises in 
Kyrgyzstan (51.9 percent), Belarus (55.4 percent), Kaza- 
khstan (56.8 percent), Latvia (58.5 percent), Uzbekistan 
(59.6 percent), Armenia (64.2 percent), Tajikistan (65.1 
percent), and Turkmenistan (69.2 percent). The greatest 
share of past due accounts payable existed in accounts with 
enterprises in Ukraine (44.6 percent), Uzbekistan (45.0 
percent), and Armenia (56.5 percent). 


Employment in Northern Regions 


The situation in the labor market in the northern regions is 
developing unevenly. While in Tyumen and Kamchatka 
Oblasts and the Republics of Komi and Sakha (Yakutia) 
the unemployed population figures per vacancy listed with 
the employment service are about the same as the average 
for Russia, in the Republic of Buryatia and Arkhangelsk 
and Sakhalin Oblasts it reaches 12-24 persons. 


Statistics organs conducted a simultaneous survey of 500 
enterprises and organizations in industry, construction, 


transportation, and health care, located in the northern 
regions of the country. The respondents were managers 
and employees of these enterprises’ personnel department. 


Over the past 1.5 years the total labor force at surveyed 
enterprises and organizations shrunk on the whole by 9 
percent. The number of employees who have moved here 
from other territories fell by 18 percent as compared to 6 
percent among other workers; in construction—by 26 
percent and 16 percent, respectively. The proportional 
share of contract workers who came to the northern 
regions on a fixed-term special northern region contract in 
the total labor force fell over this period at surveyed 
enterprises from 22 percent to 20 percent, and in construc- 
tion organizations—from 24 percent to 22 percent. 


Below are data on changes in the number of workers under 
fixed-term special northern region contract in relation to 
the total labor force at surveyed enterprises, by individual 
region. 
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Proportional share of workers under fixed-term contract in relation to the total labor force 

1992 1993 total including 

specialists workers 

Amur Oblast 21 15 17 14 
Irkutsk Oblast 15 9 9 10 
Kamchatka Oblast 29 27 24 29 
Magadan Oblast 56 56 59 55 
Murmansk Oblast 35 33 45 28 
Maritime Kray 22 18 26 15 
Sakhalin Oblast 25 21 27 18 
Tomsk Oblast 15 9 17 6 
Tyumen Oblast 33 30 40 25 
Republic of Komi 9 10 16 7 
Republic of Sakha (Yakutia) 33 27 26 28 

















At surveyed enterprises in Arkhangelsk Oblast, Kha- 
barovsk and Krasnoyarsk Kray, and the Republic of Bury- 
atia, workers attracted from other territories comprise 
between 2 and 7 percent. 


Among workers under fixed-term special northern region 
labor contract, 71 percent came from other regions of 
Russia, and 29 percent—from former USSR republics. 
Among the guest workers, 21 percent are under 30, and 12 
percent are over 50. 


One out of every two surveyed workers has worked in the 
northern regions for more than 10 years, and 13 percent— 
for more than 20 years. 


According to the estimates of personnel department man- 
agers, about half of surveyed enterprises and organizations 
are experiencing a labor shortage. This problem is most 
acute in Murmansk Oblast, Khabarovsk Kray, and the 
Republic of Sakha (Yakutia), where between 55 and 63 
percent of enterprises are short of skilled workers. A 
shortage of specialists was noted by 26 percent of managers 
of industrial enterprises, 21 percent of construction orga- 
nizations, and 55 percent of health care institutions. In 
addition, the situation is substantially exacerbated by a 
mismatch in professions and skills on the demand and 
supply sides of the labor force. 


In the opinion of personnel service managers, in 1994 the 
labor shortage will be exacerbated at one out of five 
enterprises, and at one out of six a shortage may arise. In 
Buryatia, Sakhalin, Kamchatka, and Magadan Oblasts and 
the Republic of Sakha (Yakutia), 45-53 percent of sur- 
veyed managers expect this situation. 


At the same time, 31 percent of surveyed enterprises are 
not experiencing labor shortages, and 17 percent of sur- 
veyed managers indicated a potential labor force surplus. 
This will affect to a greater extent enterprises on the 
territory of the Komi Republic and Krasnovarsk Kray 
(28-35 percent). 


In Tyumen Oblast one-third of personnel department 
managers assume that labor force requirements at their 
enterprises will decrease. 


The prospects of enterprises in northern regions with 
respect to labor force supply depend to a great extent on 
the intentions of individual workers currently working at 
enterprises regarding future work in the northern regions. 
To determine these intentions, a survey of 5,400 guest 
workers from other regions was conducted. More than 
one-half of respondents (53 percent) indicated that they 
intend to leave their current place of residence and 
employment; two-thirds of them do not have housing in 
the area they intend to move to. 


Of those workers who intend to leave the northern regions, 
73 percent are persons with higher and secondary voca- 
tional education. One out of three is between 30 and 40 
years old. 


Among the respondents who intend to leave the northern 
regions, 3 percent indicated that their labor contract for 
work in the northern regions is about to expire; the rest 
name other reasons prompting them to move. 


One out of four respondents indicated dissatisfaction with 
the pay level as one of their main reasons for leaving. 


The survey results showed that the system of preferences 
and allowances for people living and working in the 
northern regions has lost its determinant role in attracting 
labor resources to work in harsh natural and climatic 
conditions. Despite the higher nominal wages of workers 
in the northern regions, the pay’s purchasing capacity does 
not provide substantial advantages as compared to other 
territories in Russia. For instance, the average monthly 
wage in Arkhangelsk, Kamchatka, Magadan, and Sakhalin 
Oblasts and the Republic of Sakha (Yakutia) recalculated 
as the cost of a comparable consumer food basket is on the 
same level as central and southern regions of Russia. 


Among the reasons for leaving, 13 percent of workers 
named poor food and consumer products supply. This 
problem is most acute in the Republic of Sakha (Yakutia) 
and Tyumen and Irkutsk Oblasts. 
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A large group is com rised of workers who intend to leave 
the northern regions because of dissatisfaction with 
housing conditions, T!.is reason was named by 10 percent 
of respondents, and :n the Republic of Buryatia and 
Arkhangelsk and Amur Oblasts—by more than 15 percent. 


Ecological factors have u substantial influence on workers’ 
migration mobility. The poor state of the environment was 
named as one of the main “easons for leaving by 24 percent 
of workers in Arkhangelsk Oblast, 19 percent in Irkutsk 
Oblast, 15 percent in Murn.ansk Oblast, and 11 percent in 
Khabarovsk Kray and Tyumen Oblast. 


In addition to the aforementioned main reasons 
prompting people to leave northern regions, the respon- 
dents indicated that they hac to leave because of poor 
health, dissatisfaction with social and household services, 
difficulties in providing summer recreation for children, 
and access to school and other education for children. 


Many of those returning to near ebroad countries before 
their labor contract expires are not certain that their 
housing, reserved for them for the pc riod of absence, is still 
there, or that the preferential length of service record 
earned in Russia will be taken into account in qualifying 
for retirement. 


To the question regarding on what ternis the respondents 
would agree to continue work in the northern regions, 9 
percent replied that they would not stay under any circum- 
stances. In the Republic of Sakha (Yakutia), Khabarovsk 
Kray, Arkhangelsk, and Tyumen Oblast th* proportion of 
such workers was 14-16 percent. If material incentives are 
improved, 25 percent of workers and professionals among 
those who intend to leave would stay. Among managers, 
the share of those who would stay on conditivn of better 
pay is lower than among specialists and workers. In health 
care, 28 percent will reverse their decision to lew ve if their 
pay is increased. 


Prices of Essential Items Compared Nationv ide 


944F0428A Moscow ROSSIYSKAYA GAZETA 
in Russian 10 Mar 94 p 2 


[Analysis made by the Center of Economic Market Cor.di- 
tions under the Russian Federation government: “Feb: u- 
ary: The Month’s Prices—My Dear Moscow, and St. 
Petersburg, and Others”; plus report on foreign prices with 
selections made by Lyubov Volkova] 


[Text] The results for February have been summarized. 
Judging from the operational data of daily monitoring of 
prices by state statistical organs, the past month was not as 
bleak as January. The inflation rate was substantially 
lower. If you remember, at that time the level of inflation 
was 22 percent, growing by 6-7 percent a week at times. 
But during the first two weeks in February, the inflation 
index was 4 percent, and in the second half of the month— 
no more than 2 percent. 


The general inflation index was 109.9 percent, and since 
the start of the year—134.1 percent. 
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The prices of paid services rose most markedly for us. 
Their rates rose substantially faster than prices for food 
and industrial goods. This did not occur suddenly and 
according to predictions will not end soon. This February 
the prices for paid personal services rose by 14.3 percent, 
while they rose by 9.4 percent for food items and by 10 
percent for industrial goods. 


In the list of cities of Russia being studied, Moscow went 
from 35th to 33rd place in terms of higher prices. Here the 
cost of the group of the 19 most important food items rose 
by 4,388 rubles [R] and now totals R45,400. In St. Peters- 
burg the group now costs R42,600, which was 13.3 percent 
higher than in January. 





Table 1. Increase in Average Cost of Group of the 19 Most 

Important Food Items Which Make Up the Basis of the 

Weekly Purchases of the Population, Figured per Month 
in 1994 (at the end of the period, in rubles per person) 
































Date of Registration Amount 

4 January 1,665 _ 
11 January 837 —_ 
18 January 1,709 
25 January 1,575 

| February 937 

8 February 1,567 

15 February 1,345 
22 February 634 7 
28 February 432 











Table 2. Leading Cities in Terms of Cost of the Group of 
the 19 Most Important Food Items in 1994 
(in rubles, figured per month per person) 



























































Cities On 28 February Ranking as of 22 
February 

For Russia as a Whole 41,277 x 
Including: oe 

With Highest Cost of the Group 

Magadan 96,973 1 7 

Yuzhno-Sakhalinsk 83,843 3 

Vladivostok 83,331 2 

Nakhodka 79,637 4 

Petropavlovsk-Kamchatskiy 76,084 5 

Komsomolsk-na-Amure 71,933 6 

With Lowest Cost of the Group 

U lyanovsk 24,089 

Orel 27,291 3 

Ch.stopol 27,394 7 2 —— 

Kazan 27,681 4 7 

Nabe: »zhnyye Chelny 28,392 7 

Lipetsi 28,977 re 
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Inflation Indexes for Economic Regions of Russia in February 1994 





fe) 1 rpytms paftcnes 
-( ene epexsepovoniicnoro yposmn ) 
qn! 1 rpyuma paitouce 

( aa epeguepocenitance: ‘pose t 1% } 
a Tl rpyram peftoece 

( mame cpexmepecenfiexcre yposae ) 


Key:—1. Group I Regions (Lower than the Average Russian Level; 2. Group II Regions (At the Average Russian Level, 
plus or minus | percent; 3. Group III Regions (Higher than the Average Russian Level) 





Inflation was lower but more base, more vile perhaps. The 
simplest food items rose in price at a fast rate this time; 
these are the items our old folks, children, and low-income 
persons live on. During the month the price of vegetables 
rose sharply—by 22 percent; of dairy products—by 19 
percent; and of groats and macaroni products—by 16 
percent. The price of fish products and animal fat rose by 
13 percent. 


During the month the prices of the following items rose 
least of all: fruit—by 4.1 percent; vegetable oil—by 3.6 
percent; and sugar—by 1.1! percent. Vodka got 1.4 percent 
cheaper. 


In both stores and at markets prices mostly rose for the 
very same goods, which attests to the objectivity of the 
processes. But the rise in prices for vegetables at markets 
was higher and totaled 25 percent. But then prices for fish, 
milk, and eggs rose substantially less at markets. 


In all, prices for foodstuffs have risen as follows since the 
start of the year: for dairy products—by a factor of 1.6; for 
vegetables—by a factor of |.5; and for baked goods, animal 
fat, and salt—by a factor of 1.4. 


The average cost for the group of 19 for Russia as a whole 
on 28 February was R41,300. But there are substantial 
differences. For prices of organized trade, the figure is 
R39,800, but for market prices it is R54,100 [unclear]. 


There has always been only one answer to the eternal 
question, “Where is it best to live”: “Somewhere else.”’ But 
even So... 


Look at the map of Russia. It is divided into parts and 
colored in different tones. Darker—inflation is higher than 
the average Russian level, the brightest part—inflation is 
lower than the average Russian level. The average between 
them is the average Russian level plus or minus | percent. 
The gap between the maximum and minimum cost of the 
group in various cities of the country is a factor of 3.4. The 
Volga Region is one of the “cheapest” regions, but within 
it there are differences in prices. Thus, in Ulyanovsk the 
group of 19 items costs R24,100, while next door, in 
Tolyatti—R 54,400. The most expensive cities in terms of 
the cost of the group of most important foodstuffs remain 
the cities of the Far East region, Magadan (R97,000), 
Yuzhno-Sakhalinsk (R83,800), and Vladivostok 
(R83,300). 


Where Should You Go for a Suit? 


The city of Rubtsovsk, of course. There in January a man’s 
suit (two-piece) cost ten thirty-ninths the price in Vorkuta. 
And by the end of February the gap had increased even 
more and now equals ten forty-ninths the price. Barely 
one-fifth. 


For Russia overall, prices for nonfood goods rose by 10 
percent. Last month the price of fuel rose the most—by 55 
percent, of medicine—by 23 percent, of synthetic laundry 
detergent—by 22 percent, and of wallpaper—by 20 per- 
cent. Prices for shoes and tobacco products changed the 
least—by 7 percent. 
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That is the analysis of the month’s prices made by the 
Center of Economic Market Conditions under the Russian 
Federation government. 


What Things Cost Abroad 


Germany 


Bread is expensive in Germany. One kilogram costs 
roughly 2.5 marks, which in our money equals about 
R2,000. But if you compare it with earnings, bread costs 
Germans less than it does us. 


Did the price of bread rise after reunification? Yes, many 
times over, roughly 8-fold. And right after the reunifica- 
tion of Germany, on | July 1990. Common money was 
introduced and right away free prices. The next day, one 


might say. 


Did the prices of other goods rise to the same degree? No, 
the price of bread rose most of all. Because in the GDR 
bread used to be almost free, the government subsidized 
the baking of it. 


Prices for domestic goods are like this. One can buy a 
television for 500 marks. That is 3 days work for an 
average paid specialist. The televisions, it is true, are from 
Taiwan, and small and their service life is 3-4 years. But 
their quality is pretty good. There are, of course, televi- 
sions for 10,000 marks too. That is two and one-half 
months work for a specialist. Different sums, different 
quality. The difference is 20-fold. In our country practi- 
cally all televisions are from Taiwan or similar countries. 
But their cost is not 3 days work for a specialist but 2-3 
months work. And only if the specialist has a pretty good 
job. The average wage of a specialist in the former East 
Germany is 3,100 marks. That is 75 percent of the West’s. 


Inflation 


In Finland | loaf of white bread costs approximately 8 
marks and sugar costs just as much. Butter costs an average 
of 34 marks for a kilogram. Milk is 4-5 marks. Fresh meat, 
not frozen, is about 80 marks, the worst, about 40 marks. 
Half a kilogram of granulated coffee costs 10-12 marks. 


Convert prices to the mark’s rate and you will be convinced 
that the absolute price levels have not been reached yet. 


Our earnings are a different matter. They are not yet 
comparable. 


Innovations in Industrial Enterprises for 1992-1993 


944E0592A Moscow EKONOMIKA I ZHIZN in Russian 
No 10, March 94 p 15 (insert) 


[Article by M. Gracheva: “Innovative Activity of Russian 
Industrial Enterprises in 1992-1993 (According to the 
Results of a Survey of 120 Industrial Enterprises in Rus- 
sia’s European Part)’°—material prepared by the “Russian 
Economic Barometer”’ bulletin] 


[Text] The dynamics and specific characteristics of inno- 
vative activity are important indicators necessary for the 
study of transitional processes. Such an activity forms the 
basis for structural shifts and long-term economic growth. 
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Table 1. Innovative Activity of Russian Enterprises (share 
of enterprises carrying out innovations in 1992-1993 in % 
of the total number of surveyed enterprises) 























Innovative Quota 
Entire industry* 64 
Manufacturing industry 66 
Sector I (consumer goods) 58 
Sector II (investment goods) 71 
Sector III (intermediate goods) 75 





*it includes the fuel industry, electric power engineering, and the 
manufacturing industry. 





The innovative activity of Russian industrial enterprises 
on the basis of the results of 1993, both as compared with 
their activity in 1990-1992 and with their own expecta- 
tions expressed at the beginning of 1993, was obviously 
stirred up (two previous innovative tests were performed 
by the “Russian Economic Barometer” in November 1992 
and in February 1993). Almost one-half of the respon- 
dents, which at the beginning of 1993 did not intend to 
carry out innovations, by the end of the year changed their 
intentions. At the same time, out of those that at the 
beginning of 1993 intended to carry out innovations only 
one-twelfth of the respondents abandoned their plans. On 
the average, the increase in the innovative quota (that is, 
the innovators’ share in the total number of surveyed 
enterprises), as compared with 1990-1992, made up 9 
percent points and, as compared with the expectations for 
1993, 16 percent points. The shift occurred mainly owing 
to the activation of enterprises of sector III and, in part, of 
enterprises of sector I. At the same time, the innovative 
activity of sector II remained at the previous level. As the 
experience of other countries conducting innovative sur- 
veys (for example, East Germany) shows, a sharp increase 
in innovative activity is a characteristic sign of a transi- 
tional economy. Although in our case (Russia) further 
research is still needed to confirm the correctness of such a 
conclusion. 


The distribution of innovations carried out in 1992-1993 
into two main types—PRODUCT-INNOVATIONS 
(innovations or significant improvements in produced 
products) and PROCESS-INNOVATIONS (innovations 
or significant improvements in production processes)}—on 
the basis of the results of the fall survey looks as follows: 





Table 2. Types of Innovations (in % of the total number of 
enterprises carrying our innovations in 1992-1993) 




















Primarily Product- Primarily Process- 
Innovations Innovations 

Entire industry 65 35 
Manufacturing 68 32 
industry 

Sector | 76 24 
Sector II 76 24 
Sector III 52 48 
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As compared with the two previous surveys, a marked 
shift toward product-innovations can be noted in sector 
I of the manufacturing industry and, to a lesser degree, in 
sector III. In sector II the ratio of the two types of 
innovations did not change. On the whole, an intensified 
introduction of innovations or improvements in 
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products of sectors producing consumer and interme- 
diate goods was the basic motive force in the stirring up 
of the innovative activity of the Russian industry in 


1993. 


The hierarchy of goals pursued during the implementation 
of various types of innovations looks as follows: 





Table 3. Goals of Product-Innovations (distribution of answers of enterprises carrying out innovations in 1992-1993 in %)* 





























Goals Entire Manufacturing Sector I Sector II Sector Ill 
Industry Industry 
1. Modification of already produced products 36 36 30 43 36 
2. Output of new products within the framework of 60 60 70 57 50 
basic sphere of activity 
3. Output of new products beyond the scope of basic 29 29 26 38 23 
sphere of activity 





*Respondents could indicate all the goals important from their point of view. 








Table 4. Goals of Process-Innovations (distribution of answers of enterprises carrying out innovations in 1992-1993 in %)* 

















Goals Entire Manufacturing Sector I Sector II Sector Ill 
Industry Industry 
1. Increase in production flexibility 47 45 33 53 47 
2. Reduction in specific costs (labor-, materials-, and 55 57 50 67 53 
power-intensiveness) 
3. Improvement in working conditions 17 18 17 13 24 
4. Reduction in the load on the environment 13 14 33 0 12 




















*Respondents could indicate all the goals important from their point of view. 





According to these parameters of innovative activity, 
Russian industrial enterprises have demonstrated quite a 
marked unanimity. Both in industry as a whole and in 
individual sectors enterprises carry out product- 
innovations primarily in order to change over to the 
output of new products, remaining within their basic 
sector. The output of substitutes for previously produced 
goods is second in importance and the output of products 
exceeding the scope of the basic sector, that is, diversifi- 
cation, is third. The diversification rating in sector II, 
which is higher as compared with other sectors, is note- 
worthy. Probably, this is connected with the development 
of the conversion of machine building defense enterprises. 


The introduction of labor-, materials-, and energy-saving 
technologies is the main priority during the implementa- 
tion of process-innovations for the entire industry and for 
its individual sectors. An increase in production flexibility 
is in the second place, an improvement in working condi- 
tions, in the third place, and a reduction in the load on the 
environment, in the last place. 


If the comparison of Russia and Germany in the hierarchy 
of goals in the implementation of innovations is con- 
tinued, it can be noted that in the goals of product- 
innovations there is an approximate correspondence 
among them, whereas in process-innovations there is a 
marked difference. In Germany (both in western and in 
eastern lands) an increase in production flexibility, not a 
reduction in costs, is the most important goal. In Russia, 
however, this trend is only in the second place. 





What causes such a difference? In our opinion, the fact that 
the Russian industry is characterized by serious technolog- 
ical backwardness, primarily in sectors producing con- 
sumer goods. As a result, the labor-, materials-, and power- 
intensiveness of production is much higher here than in 
developed countries. As domestic prices of raw and basic 
materials and energy carriers approach world prices, the 
noncompetitiveness of Russian goods is manifested ever 
more sharply. Increasing the “degree of contemporaneity” 
of applied technologies and bringing them up to the level 
already existing in developed countries are the most urgent 
problems in this situation. Thus, Russian enterprises pri- 
marily see to it that the opportunities provided for modern 
technologies for the economy of the scale in the mass 
production of standard products be utilized fully. For 
companies in countries with a developed market economy 
all this is an already traversed stage. An increase in 
efficiency through the diversity of products and selection 
of the optimum variation of the scale in the small-series 
production of differentiated products is the main impera- 
tive here. That is why they see the basic goal of their 
process-innovations in the introduction of flexible module 
technologies capable of a quick reorientation toward 
meeting the demand placed by the present-day, highly 
segmented market. 


The structure of output from the standpoint of the “life 
cycle” of goods, that is, proportions among products in 
various phases of this cycle (entry into the market, growth, 
stagnation, and reduction), is an important characteristic 
of the efficiency of innovations. 
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Table 5. Structure of Output According to Phases of the “Life Cycle” 
(the entire sample in % of the real production volume) 
Phases Entire Manufacturing Sector | Sector II Sector III 
Industry Industry 
I—of entry into the market (new products, the 25 25 28 24 19 

production of which was begun in 1992-1993) 

Il—of growth (products produced prior to 1992, the 13 13 14 15 9 
output of which grew in 1993) 

I1l—of stagnation (products produced prior to 1992, 38 38 39 45 28 
the output of which was stable in 1993) 

1V—of reduction (products produced prior to 1992, the 24 24 19 16 44 
output of which dropped in 1993) 

Total 100 100 100 100 100 




















In order to ensure a long-term survival on the market, 
enterprises must form the structure of their products so 
that they can reach two main goals. 


First, to promptly replace obsolete goods, which must be 
modified or removed from production in the very near 
future. From this point of view the difference between the 
shares of output in phases I and IV is important. This 
difference should be positive—the bigger it is, the better. 


Second, it is necessary to ensure a stable income for the 
financing of the activity of an enterprise as a whole and of 
innovative activity in particular. From this point of view 
the sum of shares of output in phases II and III, that is, 
output which has already gained recognition on the 
market, is important. As the experience of German com- 
panies shows, the share of such output should be no less 
than two-thirds. 


In most Russian enterprises the first indicator (the balance 
between phases I and IV) is at a minimally favorable level. 
It makes up +1 percent point in the entire industry and the 
manufacturing industry, +9 percent points in sector I, and 


+8 percent points in sector II. Sector III, where the balance 
is very unfavorable, that is, -25 percent points, constitutes 
an exception. 


The second indicator is at an acceptable level only in sector 
II (60 percent). In the other sectors (53 percent in I and 37 
percent in III) and throughout the industry (51 percent) it 
is too low. This means that in the current transitional 
situation in Russian enterprises the share of the least 
promising, obsolete goods (in phase 1V—the reduction 
phase) is dangerously high and they are forced to maintain, 
as a minimum, such a high share of goods in phase I (entry 
into the market). Goods entering the market can be the 
most promising. At the same time, however, their produc- 
tion is connected with the greatest risk (since their profit- 
ability has not been demonstrated definitively) and with 
considerable capital investments in production and the 
marketing system. 


The length of the “cycle of birth” of product-innovations, 
that is, of the period elapsing from the appearance of the 
idea of the output of a new or improved product until the 
beginning of its series output, is another important indi- 
cator characterizing the intensity of innovative activity in 
industry. 





Table 6. Length of the “Cycle of Birth” of a Product (in % of the total number of surveyed enterprises) 




















Entire Industry Manufacturing Sector I Sector II Sector Ill 
Industry 

Less than | year 44 45 64 28 41 
From | to 3 years 42 42 36 48 44 
From 3 to 5 years 10 8 21 4 
5 years and longer 4 5 3 1 
Average length of the 22 21 13 26 25 
cycle (months) 




















According to survey data, the “cycle of birth” in the 
Russian industry is quite short—from | 3 months in sectors 
producing consumer goods to 26 months in sectors pro- 
ducing investment goods. By comparison, in Germany’s 
western lands, on the average, in the manufacturing 
industry it is 27 months (similar data on Germany’s 
eastern lands are not available). 


Such high efficiency of Russian enterprises in bringing new 
or improved products to the market can be attributed to 


the fact that in the current situation in their innovative 
activity they adhere primarily to an imitative, overtaking 
strategy, introducing goods that have already attained 
success on the world market. Such goods represent inno- 
vations for Russia alone and demand from enterprises 
mainly expenditures on experimental and design research 
and development. However, in developed countries an 
attacking, offensive strategy is the predominant direction 
in the innovative activity of industrial companies. It 
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requires substantial expenditures on scientific 
research—on applied, as well as basic, research. For 
example, almost one-half of the innovations carried out 
by West German companies involve patent registration. 
There are no similar data on the degree of the patent 
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protection of product-innovations in Russian enter- 
prises. However, data on the degree of participation of 
professional scientific research organizations in innova- 
tions carried out by enterprises can serve as an indirect 
confirmation of the weak radical nature of innovations. 





Table 7. Sources of Research and Development Serving as the Basis for Innovations (in % of the total number of 
enterprises carrying out innovations in 1992-1993) 




















Entire Industry Manufacturing Sector I Sector II Sector Ill 
Industry 
Enterprises themselves 93 93 100 90 88 
Scientific research firms 7 7 - 10 12 
including 
State 3 3 ; 5 4 
private 4 4 5 




















The virtually complete confinement of Russian enterprises 
to their own research and development is due not only to 
the acute shortage of financial resources (about which most 
respondents complain). Russia’s industry faces the need, 
primarily, “to digest” what is already known: To bring the 
parameters and design of its products closer to the stan- 
dards of developed countries, to master goods elementary 
for the Western market, but absent on the Russian market, 
and to reorient the production of traditional goods to new 
raw and basic materials (this concerns especially products 
of the consumer sector). During this period the decline in 
the interest of enterprises in radical, offensive innovations 
is quite natural. It is only a pity that the collapse of Russian 
science can come before enterprises make the demand for 
basic and applied scientific research. This circumstance 


should be created by state bodies. Weaknesses have the 
habit of accumulating more rapidly than advantages. 
Therefore, shortcomings of the imitative strategy can have 
a serious effect on the future competitiveness of the 
Russian industry. 


The shortage of financial resources, which holds back the 
implementation of innovations, is aggravated by the 
emerging distancing of Russian banks from industry (dis- 
tancing, we will note, also quite natural under conditions 
of our inflationary transitional economy). This is 
expressed in the fact that commercial banks primarily 
credit intermediate trade, not industrial, enterprises and 
are extremely reluctant to give long-term credit for indus- 
trial investment projects, in particular those connected 
with innovations. 





Table 8. Participation of Banks in the Financing of Industrial Innovations 
(in % of the total number of surveyed enterprises) 


























Entire Manufacturing Sector I Sector II Sector III 
Industry Industry 
1. Enterprises that received innovation credit, 15 * 16 5 34 13 
including* 
1.1. goal-oriented state credit 8 8 3 21 4 
1.2. commercial credit 9 10 3 18 11 
2. Enterprises that were denied innovation credit, 37 38 39 38 35 
including* 
2.1 goal-oriented state credit 30 31 32 32 28 
2.2. commercial credit 18 18 18 18 18 
3. Enterprises that did not try to receive any innovation 48 46 56 28 52 
credit 




















The sum of numbers in individual columns in lines 1.1 and 1.2 is bigger than that of the numbers in corresponding columns in line | and the sum 
of numbers in individual columns in lines 2.1 and 2.2 is bigger than that of the numbers in corresponding columns in line 2, since some enterprises 


noted the receipt or nonreceipt of both types of credit. 





As can be seen from Table 8, during the solution of the 
problem concerning the financing of innovations almost 
one-half of Russian enterprises did not even try to 
receive a bank loan and out of those that applied for 
bank services only a little more than one-fourth attained 
success. Naturally, the demand for goal-oriented state 


credits—at favorable rates—was higher than for com- 
mercial credits at market interest rates. Accordingly, 


enterprises, usually, were denied the first type of credit— 


the ratio between those that received and did not receive 
a loan among those that applied for state credit averaged 
1:4 (from 1:11 in sector I to 1:1.5 in sector II) and among 
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those that applied for commercial credit, 1:2 (from 1:3 in 
sector I to 1:1 in sector II). Enterprises of sectors 
producing investment goods were the main recipients of 
innovation credits (they accounted for more than one- 
half of those that received loans of both types), while 
enterprises of sectors producing intermediate and con- 
sumer goods in the process of the financing of innova- 
tions were “displaced” to a considerable extent from the 
credit market, which is narrow as it is, and were forced to 
rely mainly on themselves. 


Average Industrial Wages Examined 


944E0578A Moscow TRUD in Russian 12 Mar 94 
Saturday Edition p 2 


[Article by TRUD political commentator Vitaliy Golo- 
vachev: “Our Debts Are Heavy: Wages Have Been Cut, 
but This Is Not the Problem’’] 


[Text] After the explosive increase in average wages in 
Russia in December of last year (from 101,000 rubles [R] 
to R141,000), in January, they not only did not rise 
further, as expected, but, on the contrary, they were cut by 
R7,000. A similar scene also occurred in January of last 
year. The reasons, on the whole, are understandable. Each 
December, enterprises and organizations try, by hook or 
by crook, to make maximum payments to their own 
workers (every possible kind of bonus for the quarter and 
for the year, material assistance, wages for a thirteenth 
month and so on), in order to compensate somewhat for 
having wages lag behind price increases over the course of 
the year. And so, in January, there is no longer any money. 


But, even taking into account the small January “recoil,” 
all the same, the increase in wages over the 2 months 
(December and January), on the whole, corresponded to 
the rate of price increases over this same period. That is, 
wages rose to the same extent as prices. So that there would 
have been nothing unusual in this temporary January 
decrease, if all the credited money had gone to those for 
whom it was intended. However, the main problem is the 
fact that, at many enterprises, people are not receiving 
their wages at all for 1, 2 or even 3 months or are receiving 
only part of them. Under these conditions, although the 
wages credited on paper and recorded by the statistics 
make it possible to make a judgment about trends, they do 
not give an accurate idea about actual payments. 


But in general, in and of themselves, wages still do not give 
a clear idea about the standard of living, because it is 
necessary to take not only them, but all monetary incomes 
calculated on a per capita basis and to correlate them with 
prices. So, if a judgment is to be made based on the level of 
actual incomes (adjusted based on the consumer price 
index), then, in 12 territories, life over the past year on the 
whole has deteriorated noticeably. Here, the actual Jan- 
uary incomes in 1994 amounted to less than 70 percent of 
the incomes in January of 1993. These are the republics of 
Karachayevo-Cherkessia and Tuva, Stavropol Kray and 
Kursk, Samara, Novosibirsk, Omsk, Tomsk, Tyumen, 
Chita, Kamchatka and Magadan oblasts. 
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But where, all the same, have actual incomes increased? 
They are supposed to increase by 10-20 percent (if all debts 
are paid) in Karelia, Khakasia, Pskov Oblast, Kostroma 
Oblast, Tver Oblast and a number of other oblasts. The 
increase is supposed to be even larger in Kabardino- 
Balkaria, St. Petersburg, Moscow and Leningrad and 
Moscow oblasts. 


Millionaires and Beggars 


The statistical data testify to the fact that the stratification 
into the rich and the poor is continuing. It has already been 
reported that the monetary incomes of the 10 percent of 
the most well-off Russian citizens are higher than the 
incomes of the 10 percent of the least well-off citizens by a 
factor of 11. In point of fact, the disparity is apparently 
much greater, because our millionaires and billionaires do 
not advertise the lion’s share of their incomes and these 
funds “‘escape”’ the attention of the statisticians. On the 
other hand, among the indigent, there are, for example, no 
bums or beggars. So the disparity in incomes between the 
rich and the poor possibly amounts to factors of 30, 35 or 
even 40. Incidentally, the officially recorded disparity in 
the wages of the 10 percent of the rich and the poor has 
already exceeded a factor of 27. 


However, we can currently also report new indicators 
which characterize the stratification in Russian society. In 
January of 1994, 20 percent of the very well-off section of 
the populace had almost half (42 percent) of all the 
monetary incomes in the country, while 20 percent of the 
poor had only 7 percent of the incomes. The so-called 
Dzhin factor gives an even clearer picture. It shows how 
the concentration of incomes among the populace is pro- 
ceeding. If all the people’s incomes were equal, then the 
Dzhin factor would be equal to zero. But, on the other 
hand, if all the incomes turned out to be (theoretically) in 
the hands of a single superbillionaire, then the factor 
would be |. Now let us see how this indicator changed in 
Russia. At the end of 1991, the Dzhin factor amounted to 
0.256, to 0.327 at the end of 1992, to 0.346 at the end of 
1993 and to 0.352 in January of 1994. That is, the factor is 
shifting from zero to one. It is clear even to a non-specialist 
that the stratification in society is not only continuing, but 
is even proceeding faster and faster. 


And the disparity in wages is just one more confirmation 
of this. In January, as always, however, the sphere of 
science and scientific services was in last place with respect 
to the level of wages—R95,000 on average. The level of 
wages in instrument building is much lower—R71,000. In 
the past an elite subsector, determining to a great extent 
the rate of technical progress, it is currently, just like 
science and many other spheres, leading a miserable 
existence. 


At the other extreme are the workers of the fuel and raw 
materials sectors. The gas workers of Tyumen, for 
example, have credited wages of more than a million 
rubles on average. But even here there are problems—the 
notorious nonpayment of wages, which we have already 
mentioned. 
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Yet, all the same, the most irritating factor are the insane 
wages of many enterprise managers, including those of 
State enterprises. There is no control over them and the 
managers, “intoxicated by freedom,” are setting for them- 
selves, without advertising it, such sums as are shameful to 
talk about in our impoverished country. For many of 
them, the wages range from R5 million to R10 million. At 
the same time, the incomes of 18.4 million people 
amounted in January to from R10,000 to R30,000 or, less 
by hundreds of factors. 





Average January Wages in Various Sectors and Regions 
of the Country: 






























































For the National Economy as a Whole R134,200 
All of Industry R138,600 
Gas Industry R780,000 
Including: 

In Tyumen Oblast R1,223,487 
Oil-Production Industry R361,700 
Including: 

In Tyumen Oblast R531,700 
Coal Industry R324,300 
Light Industry R80,600 
Instrument Building R71,000 
Agriculture R58,100 
Transportation R224,000 
Construction R171,400 
Health Care, Physical Exercise and Social Security R122,500 
Public Education R113,600 
Culture and Art R101,100 
Science and Scientific Services R94,700 
Credit and Insurance R326,200 
System of Administrative Organs R165,600 








Of course, it would be ludicrous and foolish to fieht for the 
populist wage-leveling which contradicts ( - on 
sense and economic laws. But the excessiv: y in 
wages and incomes, especially the uncontrlle:. «a inten- 
sifying disparity, is leading to mounting social tension in 
the country. This process has been aggravated sharply 
because of the chronic nonpaymen';. (including those for 
which the state is at fault) of already credited wages. 
Whether or not the Ministry of Labor and the current 
government will be able to correct the situation and 
whether or not they have the skills needed to overcome the 
negative trends and to carry out an effective income 
policy—this is the question. 
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A, Cpeusnndiass Price Increase and This Is Not the 
mit 


The government proudly reported that the rate of price 
increases was reduced sharply in February. Viktor Cher- 
nomyrdin stated at the expanded meeting of the govern- 
ment in the Kremlin on March 4th that prices in February 
increased by 13-15 percent. In actuality, according to the 
preliminary data of Russia’s Goskomstat [State Com- 
mittee for Statistics], the increase in the cost of living was 
even less—10 percent. This is a record low inflation level 
for the last year and a half. But, is this something to be 
proud of? Is this not too high a price for reducing the 
increase in prices? 


What has played a role here, first and foremost, are the 
enormous arrears with respect to the payment of wages. It 
is understandable: the less cash in hand—the less the 
demand—and the lower the prices. But such an artificial 
reduction of inflation causes more harm than good. It is 
often said that it is not a matter of the wage arrears, but 
rather, the fact that our prices have almost reached the 
level of world prices and this is why, supposedly, their rise 
has slowed down. It should be stated that this is not so. A 
simple analysis shows that, at the beginning of March, for 
example, butter was cheaper in our country than in Wash- 
ington by a factor of 1.5 (taking into account the official 
ruble-to-dollar exchange rate), milk was cheaper by a 
factor of 3.5, cheese by a factor of 2, wheat bread by a 
factor of 3, sugar by a factor of 2, potatoes by a factor of 4, 
and so on. 


So that here, we still have “room,” alas, for price increases 
(although they have already increased on average a thou- 
sandfold over the last 3 and a half years). Thus, it is 
precisely the non-payments which have, to a great extent, 
had an influence on the reduction in the inflation rate. But 
the debts will have to be taken care of—prices will go up 
again and such “twists and turns” will produce nothing but 
broad public dissatisfaction. Is it really worthwhile to 
proceed further in this fashion? 


No, there is only one way out of the dead-end—a real 
structural reorganization, the attracting of private capital, 
a well thought-out social policy (including an income 
policy), the improvement of the tax system, and support of 
small business. The prime minister has talked about all of 
these things repeatedly. This would be a good time to get 
down to brass tacks. 


But, for now, the situation is continuing to deteriorate. The 
pace of the drop in production in February did not 
decrease, as the government experts expected, but rather, it 
remained very high. Here is the latest report from Russia’s 
State Committee for Statistics: the physical volume of 
production in January and February of 1994 decreased in 
comparison with January and February of 1993 by 23.6 
percent (including 23.1 percent in January and 24.1 per- 
cent in February). For example, only half as many shoes 
were produced in February than were produced a year ago, 
a fourth fewer knitted goods and a third less butter.... 
Where are we going? 
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Light, Textile Industries See Difficulties Ahead 


944E0596A Moscow EKONOMIKA I ZHIZN in Russian 
No 10, March 94 p 4 


[Report by Ye. Lobacheva, expert, under the rubric “Light 
Industry”: “Survival Strategy”) 


[Text] The shortage of raw materials and the enormous 
debt of customers to textile industry enterprises have 
brought this sector of the economy to the verge of collapse. 


In the opinion of experts, the existence of domestic light 
industry depends largely on the strategy which the sectors’ 
leaders adopt: to focus the main efforts on getting state 
subsidies or on raising the efficiency of their own produc- 
tion by mobilizing internal resources. 


But it is not easy to do this when we consider that on the 
world market domestic output is not very competitive and 
demand within the country has sharply declined. More- 
over, the indebtedness of textile industry enterprises’ on 
bank credits today totals 243.6 billion rubles [R], while 
customer indebtedness to enterprises totals R245.8 billion, 
which includes overdue debts of R101.4 billion. Textile 
workers, in turn, owe their suppliers R146.4 billion. 


In the best years Russia produced 5.8 billion square meters 
of cotton fabric, 600 million square ineters of flax [linen], 
522 million of wool, and more than | billion of silk. It is 
estimated that in 1993 2.2 billion square meters of cotton 
fabric, 330 million square meters of flax, 220 million 
square meters of wool, and 650 million square meters of 
silk were produced. In our opinion, the situation will 
change very little in 1994. The problem of marketing 
finished output and the higher prices and shortage of raw 
material will be the main reasons for the crisis in the 
sector. By the start of the fourth quarter, deliveries of raw 
materials under intergovernmental agreements were 60- 
percent fulfilled, while certain agreements were not ful- 
filled at all, although purchase prices for raw materials are 
approaching the world level: for wool—80 percent and for 
cotton—80-100 percent of the price on the foreign market. 


In 1993 the export of Russian textiles to the European 
Community [EC] countries was virtually suspended, which 
was explained formally by the expiration of the 1989 
agreement on textile trade between the USSR and the EC. 
In fact the reason for it was the general economic decline in 
Western Europe, which was reflected to a greater degree in 
the textile industry, and that led to termination of textile 
exports to the EC from third countries. The development 
of textile exports in 1994 will be complicated by the fact 
that Russia is intending to sign a treaty on partnership and 
cooperation with the EC where a special clause stipulates 
that Russia will commit itself not to exceed established 
quotas for supplying certain types of textile goods. We 
have about 30 such categories: from cotton fabrics to 
output with a higher degree of processing—raincoats and 
suits. In general, export quotas today suit producers, but 
textile capacities may grow and it will become necessary to 
increase Our Own exports. 


The tendency of domestic and world prices for output to 
converge continues, although at the present time this sector 
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still has the largest gap between the levels of domestic and 
world prices of any sector; on the average prices for Russian 
output are 12-13 percent of the world prices. 


The most complicated situation has taken shape in the 
cotton subsector, which is completely dependent on 
imported raw materials. Here the decline in production 
totals 33 percent of the 1992 level. The allocation of R95 
billion worth of targeted credit to buy raw cotton, negoti- 
ations with Uzbekistan, and the government’s decree “On 
the Purchase of Imported Raw Cotton for State Needs” 
have not changed the situation in the sector. One of the 
ways to develop the sector proposed by the Ministry of 
Economics is technical re-equipping in order to produce 
competitive output and the involvement of defense enter- 
prises with their technical and intellectual potential within 
the framework of the conversion program. 


In October of the fourth quarter, production of cotton yarn 
grew by 10.8 percent and of cotton fabrics—by 1.3 percent; 
and it is estimated that at the end of the year, the level of 
production had reached 82 percent of the 1992 level. In 
1994 production volumes in the cotton cloth industry will 
depend on deliveries and purchases of raw materials, but 
according to specialists’ estimates, no sharp drop in pro- 
duction is expected. Because of the need to buy imported 
raw materials, prices are expected to rise and approach 


Dynamics of Production of Wool Yarn in Russia 
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world prices, while at this time domestic prices are 10-30 
percent of world prices. Because of purchasing raw mate- 
rials at future world prices, the rate at which prices for final 
Output approach world prices will increase. 


In 1993 the decline in wool production totaled about | 
percent of the 1992 level. In October 1993, production of 
virgin wool rose by 10.7 percent and of wool yarn—by 10.3 
percent (relative to the January 1993 level, production 
volumes almost doubled). For wool fabrics, during the year 
one could trace an absolutely clear pattern of seasonal 
consumption and shaping of the production program 
based on specific consumer orders. From January through 
April, production rose by 11.5 percent, from May through 
August production dropped by 17 percent, and since 
September production growth is again apparent. On the 
whole production in 1993 remained at the 1992 level. 


Domestic prices for wool, wool yarn, and fabrics on the 
whole underwent a general uptrend and the index in 
October was 118, while in November prices rose by 10-20 
percent. Domestic prices are 75 percent of world prices for 
wool, 74 percent for wool yarn, and 13 percent for wool 
fabrics. In 1994 a fairly stable situation is anticipated in 
the wool sector's production, since it provides most of the 
profits and a corresponding share of revenue for the budget 
in the textile industry structure. 


The present situation in the flax sector is complicated by 
the fact that at the end of September 1993, only 42 percent 
of the volume of flax of the 1992 harvest had been 
gathered, despite the targeted credits to flax processing 
plants, hemp mills, and seed growing stations through the 
overall credit for the agroindustrial complex. Twenty per- 
cent of the needed raw materials were bought as imports at 
enterprises’ expense. On 25 August 1993, the government 
decree “On Development of the Federal Target Program 
‘Rebirth of Russian Flax’” was adopted. In accordance 
with this program, production of flax-cotton yarn, which 
has the most profitable and promising export potential, is 
supposed to be developed. This program envisions termi- 
nating import purchases, including imports purchased 
with state resources. In practice this means accelerated 
growth in 1994 in prices for linen fabrics (because of 
greater demand) and production’s dependence on world 
prices for raw materials (short and long flax fiber) as well 
as our own flax harvest. World prices for flax fiber are on 
the average 4 U.S. dollars, yarn—up to 18 U.S. dollars, and 
fabrics—up to 8 U.S. dollars. On the average Russia’s 
domestic prices are 10-40 percent of world prices 
depending on the raw materials used. In 1994 prices will 
obviously rise on the average 3- to 3.5-fold, which will 
make them substantially closer to world prices. 


In 1993, according to the estimates of ITKOR [Institute of 
Commodity Movement and Conditions of the Wholesale 
Market], the level of production of silk fabrics was 88 
percent. But 446.011 million linear meters were produced 
in the first 11 months of 1993 (94 percent of the expected 
volume). Prices for silk fabrics rose an average of 10-fold, 
which 1s explained by both the rise in raw material prices 
and the sharp rise in prices for energy media. 
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Exports of virgin wool fabrics in 1993 totaled 60 percent of 
the 1992 level; this is related to higher export tariffs as well 
as the drop in production volumes. 


Demand for virgin wool fabrics is largely determined by 
their high price, and no change in the structure of demand 
is foreseen in 1994. 


Past, Present Role of State Support Fund for 
Entrepreneurs Defined 


944E0593A Moscow EKONOMIKA I ZHIZN in Russian 
No 10, Mar 94 p 18 


[Interview with Nikolay Nikolayevich Petrov, acting gen- 
eral director of the Fund to Support Business and the 
Development of Competition, by I. Sklyarov: ‘‘Entrepre- 
neurs Cannot Do Without Government Aid”’] 


[Text] Last year, as we know, the Fund to Support Business 
and the Development of Competition was created by an 
edict of the Russian government for the purpose of orga- 
nizing and rendering real aid by the government to small 
business. Quite possibly, the fund has not yet been oper- 
ating long enough, but readers of EKONOMICHESKAYA 
GAZETA and entrepreneurs are persistently posing ques- 
tions regarding what the fund has already done, why the 
results of its work are not evident, whether there is any 
reason to count on it, and others. At the request of the 
editors, some of these questions will be answered today by 
N. Petrov, acting general director of the Fund to Support 
Business and the Development of Competition. 


[Sklyarov] Nikolay Nikolayevich, first of all we would like 
to hear from you about what results the Fund to Support 
Business began the year with. What was it able to accom- 
plish and what did it fail to accomplish in 1993? 


[Petrov] You know that the path leading to the creation of 
the fund was long and tortuous. It was only on | April of 
last year that finally a resolution was issued concerning its 
formation, after which much time and effort was spent on 
purely organizational measures—the search for facilities, 
confirmation of the state schedule and fund budget. hiring 
of specialists, and so forth. Nevertheless, the fund’s super- 
visory council began active work immediately, thereby 
facilitating a solution to organizational-methodological 
questions. It was especially important to establish a mech- 
anism for rendering credit-financial aid in order to imple- 
ment regional programs to support business and specific 
entrepreneurial projects. Among our achievements of last 
year we can include the fact that we have already put this 
mechanism into action by providing credit for over two 
dozen business projects. 


Now, about the things that we failed to accomplish. The 
main difficulties in implementing the fund’s goals have to 
do with limited financial resources allocated to the fund 
from the republic budget. It is no secret that in 1993 we 
were to receive 25 billion rubles. But then in connection 
with making the budget more precise this sum was 
decreased to 15.9 billion rubles. In real terms as of the end 
of last year we received only 7.5 billion rubles. In assessing 
these resources please keep the inflationary process in 
mind. In other words, we were not able to support business 
in a volume of at least those 25 billion that businessmen 
were counting on. I say “at least” because in late 1993 the 
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fund had accumulated select (i.e., deserving of state finan- 
cial support) programs and projects totalling a sum of over 
400 billion rubles. 


[Sklyarov] Yes, it is not a happy picture. What are the 
fund’s prospects this year with regard to finances? I have in 
mind the needs as well as the possibilities for receiving 
assets. 


[Petrov] As concerns last year’s debt to the fund from the 
budget, this sum has been established at 7.8 billion rubles. 
We are making attempts to obtain it, but realistically we 
can hope for only 5 billion. Naturally, the fund’s need for 
budget allocations are much greatcr this year. We have 
added them up, and the results have been included in the 
draft, “Programs of Federal Measures for Government 
Support of Small Business in 1994-1995,” which was 
submitted to the government for examination. 


What sums figure into this document? The fund is 
requesting 19 billion rubles in 1994 in order to implement 
measures to create an infrastructure that will support 
business (the formation of a normative base, a financial 
infrastructure, systems for providing information to small 
businesses, for training and retraining of personnel, and so 
forth). In other words, this sum is needed to create and 
begin the support mechanism on the necessary level. The 
second part of the program, which is related to the direct 
implementation of region.. plans and programs to which 
the fund has decided to contribute financing, is assessed at 
slightly less than 588 billion rubles. But this is a general 
total and requires clarification. According to the resolution 
on the Fund to Support Business and the Development of 
Competition, our share in financing regional projects and 
programs cannot exceed 50 percent of their cost. Thus the 
588 billion rubles consist of the following according to 
source of financing: 153.8 billion rubles—the assets of the 
businessmen themselves; 170.2 billion—from local bud- 
gets; 65.1 billion—expected income in an amount equal- 
ling 5 percent of privatized federal property; 7.7 billion— 
planned income from invested fund assets; 3.5 billion— 
expected clear income from the sale of bonds, which we are 
preparing to issue; and finally, 206.56 billion rubles— 
pianned allocations directly from the republic budget. 


[Sklyarov] The sum is actually not that large if we compare 
it to those trillions of rubles that the government intends to 
pour into the giant branches. But if we compare it to last 
year’s 25 billion, of which the fund received just a trifle, 
then realistically how can you expect to receive a sum that 
is tenfold larger? 


[Petrov] There is hope. I can tell you that on 3 February the 
government examined the draft for the federal program to 
support business, which I have already mentioned. This 
year that was the first program to be fully approved by the 
government. Of course, Minfin [Ministry of Finance] 
raised considerable objections regarding the figures. I want 
to clearly state that we plan to allocate 206.56 billion 
rubles from the budget for partial financing by the fund of 
regional programs and projects. In response to Minfin’s 
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objections, Prime Minister V. Chernomyrdin stated, “We 
must find the assets. Businessmen cannot do without 
government support.” 


[Sklyarov] These are pretty words. The government has 
not been lacking in such words before... 


[Petrov] How can I answer here? Where money is invested 
is determined, naturally, by the government’s politics and 
not by words... 


{Sklyarov] All right, let us try to be optimistic and let us 
imagine that the fund has received these 200 billion. Now 
we have the question of effectiveness of use. How depend- 
able is the mechanism for bringing the assets to specific 
businessmen? We know, for example, that considerable 
amounts of government money allocated to support 
farmers reached the land in a very thinned out form. 


[Petrov] You see, our fund’s goal is much broader than 
simply putting money into specific business programs and 
projects. This money must be returned to us, and in a 
somewhat increased quantity. By share participation in 
financing we are not simply giving away assets; we are 
investing them and providing credit. Yes, the fund has a 
non-commercial structure; our credit is issued at a per- 
centage that for the times may seem symbolic to some. 
Sometimes our credit may be percentage-free. But repay- 
ment conditions are immutable. This is one of the basic 
principles of fund operations. And believe me, we are not 
at all interested in “loosing” the money that is allocated by 
us, or in having it thrown to the wind, especially since the 
situation involving the receipt of budget allocations by the 
fund are far from what is desired. 


Who specifically controls the allocation and movement of 
our credit and how? It all begins with a careful selection of 
programs and projects submitted to the fund. This is 
carefully overseen by the fund’s supervisory council, con- 
sisting, as we know, of representatives of several ministries 
and committees. At this stage the main task is to select 
projects that correspond to government economic priori- 
ties, that are precisely worked out and well-justified, that 
are capable of providing an adequately rapid return, that 
facilitate the production of goods and services needed by 
the market, and that are capable of repaying our credit. 
Further, the fund’s general bank agent, Mezhekonomsber- 
bank [International Economic Savings Bank] and its local 
bank agents carry out direct operations to credit and 
control the use of these assets. 


[Sklyarov] And who in the chain of “general bank agent— 
regional bank agents” guarantees credit and is responsible 
for its repayment? 


[Petrov] This depends on the credit scheme, of which there 
are four. Regional programs and projects are usually 
financed in the following manner. Mezhekonomsberbank, 
acting at our fund’s behest, provides interbank credit to its 
bank agent, and the latter concludes a credit contract 
directly with the credit recipient. In this case the bank 
agent guarantees the issuance and repayment of credit with 
Mezhekonomsberbank as the fund’s representative. In the 
second scheme Mezhekonomsberbank itself becomes the 
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bank agent for projects selected by the fund. It then 
becomes responsible for credit repayment and we guar- 
antee issuance of credit. The third scheme is similar to this 
but differs in that with the fund’s guarantee Mezhekon- 
omsberbank issues credit from its own assets. The last 
scheme has to do with the fact that the fund can transfer a 
portion of its assets to the general bank agent for trust 
administration, establishing only the direction of financial 
projects. In this case all credit responsibility is placed on 
the bank. But we are not yet utilizing this variant because 
the fund does not have sufficient assets at its disposal. 


[Sklyarov] Nikolay Nikolayevich, the press has been crit- 
ical of the fact that of last year’s 7.5 billion rubles received 
by the fund, you directed 2 billion into Mezhekonomsber- 
bank’s charter fund instead of crediting these assets to 
businessmen. What can you say about this? 


[Petrov] Are these expenditures justified? Let us take a 
look. By moving into the bank’s charter capital as one of 
the main founders, the fund will thereby considerably 
expand its financial possibilities, since the bank takes upon 
itself obligations that will enable it to do the following: to 
provide bank guarantees to small enterprises for obtaining 
credit in ~ommercial banks, to increase assets for pro- 
viding credit to small business using assets of the general 
bank agent itself, to administer the bank business support 
system, and finally, to receive a dividend from investment 
capital and in the form of income for bank guarantees 
provided to small business, thus increasing the fund’s 
financial resources. I can tell you, for example, that 
according to the average monthly balance in our Mezhek- 
onomsberbank current account, the fund receives an 
income that is double that of the bank’s regular clients. 


It is all well and good to provide credit for business 
projects and programs. But world experience proved long 
ago that effective government support of small business 
and its extensive development are impossible without the 
creation of the corresponding infrastructure, an integral 
part of which is credit-financial, insurance and leasing 
organizations. Since there is no one but our fund to deal 
with this problem on a federal level, we will continue to 
seek and invest assets in infrastructure development. 


[Sklayrov] I think that you yourself have heard criticism 
from businessmen that the fund operates secretly, that it is 
difficult to receive an answer from you regarding why you 
accept or reject a particular project for financing and 
correspondingly, regarding where fund assets go. 


[Petrov] | have already mentioned the criteria for the 
selection of projects. I should note that most businessmen 
simply submit poor quality materials to the fund. It 
happens that they request considerable sums without 
explaining how they intend to spend them. Naturally, we 
do not even look at such requests. In addition, I think you 
will agree that regardless of the financial possibilities of 


FBIS-USR-94-029 
24 March 1994 


our fund there will always be businessmen who are 
“insulted” as well as those who “are lucky enough” to 
receive Our support. We will always have to make choices 
regarding which projects to give preference to. 


[Sklyarov] Could you mention some small businesses 
which have already been “lucky enough” to receive aid 
from you? 


[Petrov] There are no secrets here. This includes Kaluga’s 
“Progress” TOO [limited liability partnership], to which 
we gave credit to create a mini-bakery. “Alfa” AO [joint- 
stock company] of Belorechensk, Krasnodar Kray, which 
has production and storage facilities, received credit to 
procure equipment for producing soy milk and other soy 
products, including livestock feed. Penza’s ‘““Karteks” AO, 
which has experience in manufacturing equipment for 
mini-mills and churns, was allocated capital to begin 
manufacturing potato-processing complexes. In the city of 
Zheleznodorozhnyy, Moscow Oblast, ‘“‘Uchprofprom” 
TOO received our credit to produce furniture for schools 
and children’s institutions. We provided capital to 
“Kredo” AO of Zlatoust, Chelyabinsk Oblast, to manufac- 
ture bactericidal irradiation equipment used in medicine 
as well as in livestock raising. 


We can spend a great deal of time enumerating recipients 
of fund support. I will say only that as of late January of 
this year we have already provided credit for 24 projects 
totalling approximately 5 billion rubles. 


[Sklyarov] Nikolay Nikolayevich, how do you feel about 
creating a type of advisory council for the fund, made up of 
representatives of public associations, small businessmen, 
scientific experts and specialists? Perhaps this would dif- 
fuse mistrust and criticism among businessmen with 
regard to the fund? 


[Petrov] The resolution on the Fund to Support Business 
and the Development of Competition that was confirmed 
by the government does not call for this at all. But we are 
keeping the creation of such an organ in mind. How to 
implement it is another matter. This is not as simple as it 
seems. You know that in Russia we have countless num- 
bers of all kinds of unions, associations and organizations 
for small businesses, many of which are phony structures 
that do not represent any MP [small business]. But all of 
them demand government support, especially financial. 
All of them are pulling the blanket up over themselves. 
This is why as of now we do not see how we can create a 
public organ within the fund and keep our joint work 
constructive. 


I think that right now we must simply more broadly inform 
the public and business circles about the fund’s operations. 
I hope that EKONOMIKA I ZHIZN will help us in this. 


[Sklyarov] Don’t worry about this, as long as your side 
continues to have an interest in doing this. Thank you for 
the interview. 
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Draft Law Regulating Monopoly Enterprises 
Viewed 

944h0587A Moscow DELOVOY MIR in Russian 
10 Mar 94 p 5 


[Article by Natalya Tsukanova, economic expert of the 
Russian Privatization Center, State Committee on the 
Administration of State Property, under the rubric “Draft 
Law,”’ with introduction by Olga Samarina, DELOVOY 
MIR: “Monopolies in the Market Will Get a ‘Record’ If 
the Law ‘On Natural and State Monopolies’ Is Passed”’] 


| text] A market economy in our country is being born in 
torment; as a consequence, appeals by some economists and 
politicians to reinforce direct methods for regulating the 
economy and controlling prices have been voiced with 
increasing frequency. However, it has not been refined what 
specifically they propose to regulate. Is it the entire economy 
or just certain sectors and groups of commodities? Which 
specific methods do they propose to use to this end? 


As the experience of past years testifies, state regulation of 
the operation of monopoly enterprises has turned out to be 
inefficient. Hopes for privatization have been dashed. Sec- 
toral lobbies have again reconstituted monopoly enterprises 
behind the facade of various joint-stock companies. It is 
necessary to influence this process by civilized methods 
rather than by a straightforward fight by the state against 
such enterprises. The developers of the draft Law “On 
Natural and State Monopolies” from the Antimonopoly 
Committee and the Russian Privatization Center of the 
State Committee on the Administration of State Property 
are convinced of this. 


Within several days the federal government of the Russian 
Federation will review the draft of this law. Last week it 
already gained approval at a conference of the Ministry of 
the Economy. In a word, the government has made the first 
attempt to restrict state regulation of enterprises to a legal 
framework. The objective of legal provisions in the draft law 
is to strike a balance between the interests of consumers and 
monopoly producers, as well as to standardize relations 
between sectoral committees and enterprises. The latter may 
make it possible to reduce the influence of subjective factors 
on economic policy as a whole. 


At the request of a DELOVOY MIR commentator, Natalya 
isukanova, economic expert of the Russian Privatization 
Center, State Committee on the Administration of State 
Property, and one of the authors of the draft law, comments 
on it, 


In any economy there are spheres in which the setting of 
prices by the market 1s not optimal. Natural monopolies, 
1.e., sectors in which the development of competition is 
impossible or ineffective, are the foremost of such areas. 
rhe task of the state with regard to a small number of these 
sectors is not to put an end to monopoly operations but 
rather to provide conditions for the regulation of their 
operation on a permanent basis. What are natural monop- 
olies? These are sectors or spheres of operation of which 
two main features are characteristic. 
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First, the manufacturing of products in such sectors ts 
more effective in an environment of absence of competi- 
tion. This is associated with the fact that, due to certain 
technological peculiarities, production in these sectors 
exhibits a substantial reduction in specific cost as the 
volume of production grows. This is, as a rule, a result of 
considerable economies on the scale of production and 
high fixed costs which makes monopoly production more 
effective. Pipeline transportation, water supply systems, 
and railroads are among such sectors. Indeed, it does not 
occur to anyone to build two sets of water mains or two 
sewer systems. Fixed costs entailed by building such struc- 
tures are so high that a parallel system which performs the 
same functions would hardly pay for itself. The more 
people who use one and the same water supply system, the 
lower the outlays are for serving each one of them. In the 
same way, the more people travel by railway, the lower the 
Outlays on carrying one passenger by rail. 


Second, the demand for products or services generated by 
natural monopoly entities is less dependent on changes in 
prices than the demand for other types of products (ser- 
vices), because products (services) generated by natural 
monopoly entities cannot be replaced with other goods to 
be consumed. The products in question meet the most 
significant needs of the population or are irreplaceable for 
other industries. Such products include, for example, elec- 
tricity, telephone communication services, and railway 
transportation. Let us assume that an increase in car prices 
forces many consumers to give up the purchase of their 
own cars and to use public transit or, at least, postpone the 
purchase, whereas even a significant increase in the price 
of electricity will hardly bring about discontinuation of its 
use—we are not used to living without light; besides, 
refrigerators, TV sets, and washing machines are operated 
in many apartments. It is quite difficult to substitute for 
the consumption of electricity. 


Under the circumstances, an enterprise generating such 
products (services), that is, a “‘natural monopoly,” gets an 
opportunity to set prices well above the actual cost of 
production. This is precisely why in all countries “natural 
monopoly” enterprises are either owned by the state or 
regulated by the state on a permanent basis. As a rule 
‘natural monopoiies” are regulated by special indepen- 
dent agencies whose operation is governed by relevant 
legislative acts. For example, telephone communications 
enterprises are regulated by the Federal Communications 
Commission in the United States, by the Office of Tele- 
communications (OFTEL) in Great Britain, and by the 
Canadian Television and Telecommunications Commis- 
sion in Canada. 


What methods are used to regulate natural monopolies? 
Since natural monopoly entities have an opportunity to 
dictate their prices to customers, as well as to deny services 
to them, the regulatory organs obligate the natural 


monopoly entities to supply the goods produced by them 
to certain groups of consumers and resort to price regula- 
tion methods, i.e., they specify the level and structure of 
prices for groups of consumers or the profit margin, and 
control the structure and composition of costs. Since 











56 RUSSIA 


natural monopoly entities may try to overstate their actual 
costs by allocating too much funding to develop their main 
line of production, as well as to develop the manufacturing 
of products for which prices are not regulated, the regula- 
tory organs approve investment plans with a view to 
developing the production of natural monopoly goods, 
authorize the natural monopoly entities to issue stock and 
bonds and to attract borrowed funds, and also authorize 
investment to develop the production of goods on which 
there is no monopoly. Finally, effective regulation is only 
possible on the condition that complete and authentic 
information is available to the regulatory organs. For this 
reason, the natural monopoly entities have the obligation 
to provide information on financial and production oper- 
ations in a format developed by the regulatory organ and 
inform consumers about changes in prices for products. 
The regulatory organs approve rules for accounting and 
statistical reporting. 


Such careful control over natural monopolies is due to the 
fact that a conflict is unavoidable in this area between the 
interests of “natural monopoly” producers and consumers, 
with the market mechanism being “inadequate” to resolve 
it. This is precisely why the need emerges for an “arbiter,” 
or an independent regulatory organ which, having taken 
into account the interests and information provided by 
both parties, makes decisions on the basis of a professional 
expert review. Therefore, the natural monopolies amount 
to the areas of operation in which the attention of the state 
should indeed be focused on the development of a regula- 
tory system using methods that are unacceptable in other 
sectors, in particular, the regulation of prices. As we see it, 
it is precisely the direction on which to concentrate the 
efforts to create a system of active state regulation that is 
adequate in a market environment. 


In the process of the application of specific regulatory 
methods (the setting of maximum profit margins or prices, 
the consideration of the issue of a merger between a 
natural monopoly entity and another enterprise, and so 
on), the organs which it is proposed to charge with regu- 
lating the natural monopolies must take into account 
information and views of all interested parties, that is, the 
natural monopoly entities, the Russian Federation State 
Committee for Antimonopoly Policy and Support of New 
Economic Structures and its territorial administrations, 
consumers, sectoral ministries, and other organs of power 
and government. The regulatory organs must inform the 
public through the mass media about their decisions with 
regard to the methods used to regulate the operation of 
natural monopoly entities, as well as about specific indi- 
cators and requirements for the natural monopoly entities. 


At the same time, the law grants considerable indepen- 
dence and freedom to the regulatory organs. They do not 
report to any state structure and make their decisions on 
the basis of a professional expert review of the situation in 
a sector. If a regulatory organ exceeds its authority or fails 
to perform the functions assigned to it, the natural 
monopoly entities, consumers (personally or through a 
public organization of consumers), as well as the Com- 
mittee for Antimonopoly Policy, may appeal to the Court 
of Arbitration, which may cancel the unlawful decision. 
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Moscow Municipal Budget To Be Administered by 
Group of Banks 


944E0584A Moscow TRUD in Russian 12 Mar 94 p 3 


[Interview with V. Shiryayev, deputy director of the 
Moscow Government’s Department of Finances, by Igor 
Ostrovskiy; date and place not given: ‘“‘A War of the Banks 
or a Victory of Market Thinking?’’] 


[Text] During the past week, the mass information media 
have actively discussed the decision of Yu. Luzhkov, Mos- 
cow’s mayor, to transfer the city’s budget account to six 
proxy banks: Menatop, Most-Bank, National Credit, Cap- 
ital, Tekhnobank, and Orbita. The commercial People’s 
Bank managed the budget money up until now. Some 
commentators consider the city government's decision a 
victory for the lobbyists for a (group) of banks that have 
decided to divide the budget pie. Others see in it a manifes- 
tation of market relations in a delicate area like the imple- 
mentation of the city’s budget. V. Shiryayev, deputy director 
of the Moscow government’s Department of Finance, talks 
about the motives of the Moscow government’s financiers. 


[Shiryayev] We did not start thinking yesterday about the 
need to improve the settlement system with the city’s 
on-budget organizations. The unpleasant situation with 
the Bank for Foreign Economic Relations, which delayed a 
multi-billion payment to the Department of Construction 
for four days in September, accelerated the decision. Three 
similar cases are on the accounts of the People’s Bank. 
These were not premeditated delays but breakdowns in the 
electronic systems of the Central Bank’s Inter-Regional 
Information Center. However, you will agree that this did 
not make it easier for those who did not receive their wages 
on time. Based on common sense, we understood that 
there is no and cannot be any modern bank capable of 
coping by itself with such a bulky and cumbersome thing as 
Moscow’s budget. I will say for informational purposes 
that it exceeded three trillion rubles last year. 


We are not the only ones thinking about how to organize the 
management of local budgets. Russia’s Ministry of Finance, 
for example, considers it necessary to establish a network of 
regional treasuries which would assume these functions. The 
idea of municipal banks is also being heard. Neither the first 
nor the second suggestion is acceptable to us. Where would 
we get the billions to support the treasuries? Where would 
we get the money to form the charter funding of a municipal 
bank? That is why we selected our own, a Moscow, vari- 
ant—to work with six proxy banks. We will receive results 
without expending a single budget kopek. 


[Ostrovskiy] Some specialists are saying that you will 
receive six bank monopolies instead of one and that 
nothing will really be changed? 


[Shiryayev] I want to call the specialist’s attention to the 
document adopted by Moscow’s government on 22 Feb- 
ruary. It is called “On Improving the Conditions for Bank 
Clearing Operations for Accounts Using the City of Mos- 
cow’s Budget and the On-Budget and Off-Budget Accounts 
of Municipal Institutions and Organizations.’ Our vision 
for the interaction of the city’s government with commer- 
cial banks is formulated there. We are talking about 
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establishing a powerful information system and common 
standard documents. We want to achieve the “transpar- 
ency” of accounts, that is, to obtain access to them at any 
second and receive complete information about what is 
being done with budget money. With the help of the proxy 
banks, we want to construct a settlement vertical line, that 
is, a system thanks to which each on-budget city organiza- 
tion would receive its upkeep on the precisely defined day. 


[Ostrovskiy] Are you confident that the banks selected by 
you will cope with this task? 


[Shiryayev] We hope so. The experience from our cooper- 
ation with Most-Bank, which manages the health accounts, 
strengthens our hopes. The vertical line, about which | 
spoke, has worked in two municipal okrugs. There, ques- 
tions concerning financing do not arise among health care 
workers. The proxy banks, for example, have suggested 
adding interest to the daily remainder in the accounts. The 
money will probably not be very much but we are happy 
for any additional kopek because of the very acute bud- 
getary shortage. 


[Ostrovskiy] The People’s Bank did not provide you these 
services? 


{Shiryayev] At any rate, it did not propose them to us. You 
will agree that a bank should devise conditions beneficial 
to such a sizable customer as Moscow’s government under 
market conditions. Concerning the monopoly of six proxy 
banks over the jurisdiction of the budget accounts, I assure 
you that the list is not closed. We are prepared to discuss 
suggestions, including with the People’s Bank. 


Counterintelligence Chief Interviewed 


944F0430A Moscow MOSKOVSKIY KOMSOMOLETS 
in Russian 2 Mar 94 p 2 


[Interview with Lieutenant General Viktor Zorin, Federal 
Counterintelligence Service chief, by unidentified corre- 
spondent; place and date not given: “A New Old Boss”’} 


[Text] /n an edict d1ted 4 February, the president appointed 
23 candidates to the most important positions in the FSK 
[Federal Counterintelligence Service}. Almost all the high- 
est-ranking officials of the former MB [Ministry of Security] 
have undergone recertification. 


One of the key departments in the new service's structure is 
the counterintelligence operations directorate. The official 
appointed as this directorate's chief is Lieutenant General 
Viktor Mikhaylovich Zorin, who held an analogous position 
in the MB. We asked Viktor Mikhaylovich to comment on 
the current changes in the security organs. 


[Zorin] Speaking of reforming the special services in 
general, our foreign colleagues, including the Americans, 
are continuously in a process of reform, albeit perhaps not 
as cardinal as ours. The process of reform is underway in 
the intelligence directorate of the U.S. Department of 
Defense; a number of CIA services are being reoriented. 


As to our reform, it 1s a logical extension of what began in 
1991. Or, if we dismiss all ideological coatings, we can 
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probably even speak of 1989, when the Fifth (ideological) 
Department of the USSR KGB was disbanded. 


The current reform is aimed at transforming us into a 
special service. This means first and foremost removing 
from the FSK system punitive, repressive functions. We no 
longer have an investigative department. Inquiry 
remains—this is a necessary procedure. Neither do we 
have places of incarceration anymore—the investigative 
detention facility in Lefortovo has been transferred to the 
MVD [Ministry of Internal Affairs]. 


[Question] As applied to your directorate—how was the 
old structure different from the one being formed now? 


{Zorin] The name of our directorate has changed—it is 
now closer to what we actually do. Instead of a counterin- 
telligence directorate it became the counterintelligence 
operations directorate. Because our main function is 
working against foreign special services on the territory of 
Russia and their stations, the conduct of operations to 
frustrate intelligence actions. For instance, the directorate 
of counterintelligence support for strategic objects is to a 
great extent “object-based counterintelligence,”’ whose 
main function is protection othe latter. 


In line with the changes in mai. tasks, corresponding struc- 
tural changes took place. A number of departments and lines 
have been reduced; some have been strengthened. 


[Question] American reforms probably also are associated 
with our new conditions in Russia? 


[Zorin] We have information tiat Russia remains a pri- 
ority target for American special services. They demon- 
strate that they have reduced thir activities on the terri- 
tory of Russia and are not conducting agent operations— 
sort of keeping their gentlemen’; promise. But this does 
not at all mean that their work has been curtailed. 


Nontraditional methods and sources are being widely 
used, in the form of various kind of firms, commissions, 
foundations, including informational. If you read the ques- 
tionnaires that are being published you can see that with 
skillful processing you can get exccllent intelligence infor- 
mation that sometimes cannot be o stained through agents. 


Western special services use the territories of contiguous 
states, including former Soviet republics and socialist 
countries. Cooperation with the special services of the 
latter has helped us lately to keep an eye on foreign 
intelligence services. And they are ‘oday, to use military 
language, a beachhead. 


The direct contacts we have with representatives of foreign 
intelligence services permit us to remove some issues in a 
civilized manner. Although in this respect we also have 
problems. For instance, a foreign state officially declares a 
representative of its intelligence service on the territory of 
Russia. Protecting him to an ever greater extent by 
refusing similar status for our representative. 


[Question] You no longer have an investigations depart- 
ment. Have you not lost the main too. of your work? 
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{Zorin] Our main work is operations. Investigation is the 
concluding part of our efforts; now the procuracy will do 
this. 


[Question] Who is now directly involved in exposing spies? 


[Zorin] Operations services. They are also, as a rule, the ones 
who detain them. With the procurator’s sanction, of course. 
And then we help him, if the investigation requires it. 


[Question] How did your certification go? 


[Zorin] There was a goodwill atmosphere in the commis- 
sion. The questions covered a person’s professional quali- 
ties, his work experience, and a certain part of political 
views. I think, though, that for counterintelligence the 
latter did not play a major role. Especially keeping in mind 
that this was less relevant for our directorate’s staff: We 
were not involved in political surveillance. 


[Question] Did the interview resemble an exam? 


{Zorin] To a certain extent, yes. I was told to come at a 
certain time, so I came. The personnel department chief 
came out and invited me in. I entered and saw that in the 
center was Oleg Lobov. We exchanged greetings; I was 
offered a seat: How are you doing? How is work? What 
problems are there in the directorate? Sergey Adamovich 
Kovalev (the president’s adviser on human rights—D.Kh.) 
asked: “I see you have worked in many places, have you 
not?” I said: “Sergey Adamovich, I understand your ques- 
tion. You want to know whether I have worked in the fifth 
line? No, I have not. I began in Checheno-Ingushetia; then 
Orel Oblast, graduate study, the former Committee. Always 
in counterintelligence, including at secret plants. But some- 
times I happened to run into political issues.” Then 
Vladimir Arsenyevich Rubanov (Lobov’s deputy—D.Kh.) 
asked about the problem of diplomatic security, whether 
there is a law. One of our directorate’s functions is to ensure 
the security of our citizens abroad. I say: “There is no law, 
but we have submitted a proposal on how to solve this 
problem.” All in all, the conversation lasted about half an 
hour. 


[Question] Was the decision made on the spot? 


{[Zorin} No, the decision was announced later and affirmed 
by presidential edict. 


[Question] Now you have to conduct recertification of 
your directorate’s staff. How are you going to go about it? 


{Zorin] We have organized a commission and included in 
it the most authoritative people, mainly top officials, as 
well as personnel department staff. The commission will 
work according to a statute that has been drafted in 
keeping with the president’s edict. The subjects of evalua- 
tion will be professional qualities, work results, and moral 
qualities. 


[Question] So you will be evaluating “how many spies a 
person has caught’? 


[Zorin] Not just that. In counterintelligence, arresting a 
spy is far from the only, and not always the best, result. We 
know from history that on the threshold of the war with 
Germany the British did not arrest a single German agent. 
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When the war started, they took them all at the same time, 
leaving only one or two. And German intelligence basically 
did not score any serious successes in England during the 
entire war. 


[Question] Is the possibility of getting rid of undesirable 
staff members during certification ruled out? 


[Zorin] There is a law on military service. It regulates the 
procedures for discharge from service. All actions of the 
commission fall clearly within the boundaries of the law. 
Otherwise these days you will face endless litigation. 


[Question] Can a discharged person turn to the court? 
[Zorin] This is his right as a citizen. 


[Question] Do you believe that in the future, decades from 
now, the functions of counterintelligence will die out? 


[Zorin}] Way back in the institute we all memorized that 
this could possibly happen when the function of the state 
dies out. Then probably there will be no counterintelli- 
gence. Historically, as soon as a conflict situation arises, 
there is immediately a need for countering intelligence. 
Counterintelligence existed under Ivan the Terrible, and 
Peter the Great—the famous Romodanovskiy. In prin- 
ciple, the system of questioning at the border, travel 
documents, already had a counterintelligence function. 


In tsarist Russia, by the way, counterintelligence was quite 
sophisticated. And the Germans’ failures in the beginning 
of the first world war, especially at sea, to a certain extent 
could be traced to the fact that Russian counterintelligence 
outplayed them. 


I believe that today counterintelligence emerges and is 
present wherever there is threat to Russia’s security, wher- 
ever intelligence activities are conducted. 


The same correspondent may ask openly: “How many 
ballistic missiles do you have in such and such oblast?” We 
probably should not condemn him for this. 


Fate of Security Ministry Property Viewed 
944F0430B Moscow MOSKOVSKIY KOMSOMOLETS 
in Russian 2 Mar 94 p 2 


{Interview with Major General Nikolay Mikheyev, chief of 
the Federal Counterintelligence Service Military-Medical 
Administration, by MOSKOVSKIY KOMSOMOLETS 
correspondents Dmitriy Kholodov and Vladimir Murash- 
kin; place and DATe not given: “The One and Indivisible 
Property of Special Services: KGB Leadership Liked To 
Vacation in Yalta”’] 


[Text] /t is forbidden to take photos at the KGB resort. Our 
MOSKOVSKIY KOMSOMOLETS correspondents learned 
this as soon as they pulled out their cameras. Among those 
who vacation here are not only staff officers of state security 
but also members of the covert staff and illegal agents who, 
quite obviously, do not want their photos taken even for such 
a widely read newspaper as MOSKOVSKIY KOMSOMO.- 
LETS. For the same reason, the resort is located in a quiet 
corner of Moscow Oblast and is surrounded by a good 


fence—no strangers are permitted on its territory. 
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‘“‘Moskvich” is one of MB’s [Ministry of Security] recre- 
ation facilities, which are now under the jurisdiction of the 
Military-Medical Administration of the Federal Counter- 
intelligence Service [FSK]. It was built quite recently, in 
1989. It can accommodate 810 guests and serves the FSK, 
the SVR [Foreign Intelligence Service], the GUO [Main 
Protection Directorate], the FAPSI [Federal Agency for 
Government Communications and Information], and the 
border troops—every agency that has emerged in Russia in 
place of the KGB since the reforms of 1991-1993. 


‘Why did the agencies that emerged during the reform of 
the special services decide not to divide the KGB sanitar- 
iums and resorts but instead left everything under the FSK 
umbrella?” our MOSKOVSKIY KOMSOMOLETS corre- 
spondent asked Major General Nikolay Mikheyev, chief of 
the FSK Military-Medical Administration. 


|Mikheyev] Take the Imeni Dzerzhinskogo sanitarium in 
Sochi—how do you divide it? And the only hospital? All 
the services—the FAPSI, the main directorate for protec- 
tion of president, intelligence, the border troops, and so 
on—supported the idea of keeping the medical services 
together as a whole. 


IMOSKOVSKIY KOMSOMOLETS] Is there a lot to 
divide? 

{Mikheyev] Four and a half thousand accommodations. 
There are seven sanitariums and eight resorts—in the 
North Caucasus, at Caucasus mineral waters (Kislovodsk, 
Mineralnyye Vody), and the central belt of the European 
part of Russia. 


[{MOSKOVSKIY KOMSOMOLETS] Did you lose a lot 
after the disintegration of the USSR? 


[Mikheyev] About 50 percent of available capacity. Since 
1991, 15 health facilities—eight sanitariums, four resorts, 
and three pioneer camps—have been transferred to the 
jurisdiction of independent states. In Ukraine—in Crimea, 
near Kiev, and in Odessa. Three health facilities were left 
in Georgia and one in the Baltics. Our children mainly 
spent their vacations in Ukraine. Since the disintegration 
of the USSR we do not have any children’s camps on the 
Black Sea shore. By presidential edict a pioneer camp in 
Anapa, which previously belonged to Ukrainian enter- 
prises, has been transferred to us. 


{MOSKOVSKIY KOMSOMOLETS] How did the nation- 
alization of KGB property proceed in the republics? 


[Mikheyev] We were simply informed. That is all. For 
instance, in Georgia: the Samshitovaya Roshcha sani- 
tarium in Pitsunda for 850 accommodations, absolutely 
new—built just two years ago. Now the property of the 
information and intelligence service of Georgia. The 
future of the sanitarium is unknown. We have to enter into 
agreements with the independent states: With Ukraine, we 
swap vouchers. 


{MOSKOVSKIY KOMSOMOLETS] How much does it 
cost to vacation in a security organ sanitarium? 


[Mikheyev] Because of inflation, prices keep going up. In 
1991 a voucher cost 400 rubles [R]. Now it is on average 
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R140,000-160,000. For 21-24 days, room and board 
included. By law, members of special services, as military 
personnel, have allowances. The wife gets the voucher at 
50 percent of the cost, the officer—25 percent. That is, he 
pays R40,000. 


[MOSKOVSKIY KOMSOMOLETS] Do all officers vaca- 
tion in equal accommodations? Are there not some privi- 
leged sanitariums for higher-ranking personnel or state- 
owned dacha complexes? 


{[Mikheyev] The Military-Medical Administration does 
not have dacha complexes. Everybody vacations in the 
same manner, eats in the same cafeteria. There are resorts 
that have been built recently. They are better—they have 
rooms for two. Those built before the war as a rule have 
four persons per room. There are upgraded accommoda- 
tions—two-room suites, but for an extra cost. 


[{MOSKOVSKIY KOMSOMOLETS] Where do the top 
people in your agency like to vacation? 


[Mikheyev] In the summer many of those who had vaca- 
tions went to Sochi, to the Imeni Dzerzhinskogo sani- 
tarium. In the past, they liked Yalta very much. Kislo- 
vodsk is popular—for some reason, they prefer the old 
building there, built in the park zone in 1932, although 
there is now also a new one, with more conveniences. 


[MOSKOVSKIY KOMSOMOLETS] And the last ques- 
tion. How are vouchers divided between the agencies? 


[Mikheyev] In proportion to personnel numbers. Everybody 
has equal conditions. We regularly exchange opinions on this 
subject. There is no problem with this. There is a different 
kind of a problem. For instance, we do not have any 
sanitariums or resorts in the Asian part. One is only now 
under construction in Vladivostok. Meanwhile, people from 
those regions do not come here—travel costs are too high. 
We have to make arrangements with the Ministry of Defense 
and the MVD [Ministry of Internal Affairs]. They accommo- 
date our requests. In exchange, we give them vouchers here, 
in the European part. [end Mikheyev] 


Small buildings hide among pine trees. Cozy rooms— 
“three-star”—are furnished with custom-made furniture. 
The sports complex has a large year-round swimming pool 
(still functions). 


Among recent guests here were Americans who came from 
the International Sports Association to award belts to our 
officers—karate specialists: special services staff train and 
take exams here, at the resort. 


There are two ways to vacation in “Moskvich.” To apply to 
the FSK and pay the full cost—about R14,000 a day. Or get 
recruited as, for instance, a covert agent and vacation for 25 
percent of the cost. Your choice. 
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Former Intelligence Officer on High-Tech 
Intelligence 


944F0430C Moscow KURANTY in Russian 2 Mar 94 p 7 


[Interview with Russian Foreign Intelligence Service 
officer Boris Petrovich K., by Vladimir Sedykh; date and 
place not given: “Intelligence Officer at the Service of 
Science and Technology”’} 


[Text] We met with Boris Petrovich K. in the mansion on a 
twisting Moscow street known to everyone writing on espi- 
onage topics. It houses the Russian Foreign Intelligence 
Service |FSK] press service. As to our interlocutor, his 
service record in intelligence goes back as far as 1952. 
Behind him are four extended foreign tours of duty and a 
couple of dozen short trips. Not every experienced profes- 
sional intelligence officer can boast such a service record. 
All Boris Petrovich himself said, however, was that for 40 
years he had been an intelligence officer at the service of 
science and technology. 


[Sedykh] Please explain what you mean by this. 


{K.] All my career has been associated with scientific and 
technological [S&T] intelligence, whose main task is to 
track advanced foreign technologies and obtain the appro- 
priate information, as well as samples, for the purpose of 
improving the scientific and industrial potential of our 
country. The needs of the military-industrial complex 
[VPK], weapons of mass destruction, and developments in 
the area of critical technologies were given priority, of 
course. That is, those areas that represented a direct threat 
to our national security. In the greater scheme of things, I 
made my own small contribution to the acceleration of 
scientific-technical progress. 


[Sedykh] This sounds sort of academic. Why do you not 
give some concrete examples of useful returns from S&T 
intelligence, or ‘o put it plainly, industrial espionage. 


[K.] Whichever name you call this line of foreign intelli- 
gence work, compared to other lines of work—political 
intelligence, foreign counterintelligence, illegal intelli- 
gence—S&T is the most profitable. Let me start with the 
fact that information obtained by our staff on the problems 
of nuclear energy enabled Soviet science, with consider- 
able savings in material resources and time, to create 
atomic weapons and deprive our main enemy of the 
time—the United States—of the ability to use nuclear 
blackmail. We seriously helped our scientists in industrial 
applications of powder metallurgy. Not too many people 
know that S&T provided anticipatory information on the 
spread abroad of a dangerous illness—AIDS, and its med- 
ical and biological parameters. S&T also provided impor- 
tant information for the work on eliminating the conse- 
quences of the Chernobyl disaster. 


As you can see, S&T is aimed not only at perfecting 
technical ideas, but also protecting the interests of 
humanity. And there is probably no need to prove the 
cost-effectiveness of S&T intelligence. It has never had 
government handouts and never cost our taxpayers a penny. 
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[Sedykh] If you do not mind, let us move from the general 
to particular. For instance, what was your work day like in 
intelligence? 


[K.] First I would like to point out that intelligence work 
assumes maximum levels of strength, will power, and 
nerves. Naturally, I, just like my colleagues, tried not to set 
myself apart in any way from the bulk of our diplomats, 
specialists, and other “clean” personnel abroad. I will not 
reveal a great secret, however, in telling you that within 
half a year the special services of the country of assignment 
learned who is who in our colony. While the ‘“‘clean”’ staff 
of foreign representations consider themselves off duty 
after 1700, we continue working. Therefore it is very 
important to mask your activism—explain it, for instance, 
by a character trait: | am such a restless person that I even 
work in the evenings. 


[Sedykh] Did you succeed? 


[K.] In principle, you can fool the special services. With 
me, for instance, as we found out later, they assumed for a 
long time that I was a KGB co-optee but not that I was a 
career Officer. Still, the most important part for us is to not 
expose our sources. 


[Sedykh] How do you do that? 


[K.] To mask specific interest in particular persons you 
have to surround yourself with numerous acquaintances 
and business connections, that is, official contacts. This is 
particularly important at the stage of assessing foreigners 
who potentially could be of interest from an intelligence 
standpoint. With agents, you have different problems. The 
most vulnerable area in the system of special relations is 
the personal meeting. That is why intelligence frequently 
resorts to impersonal forms of contacts with avents— 
through dead drops or radioelectronic exchange « infor- 
mation. It also goes without saying that you have to be able 
to skillfully dodge physical surveillance. 


[Sedykh] Speaking of the latter. Boris Petrovich, tell us 
some methods of foiling this greatest evil for an intelli- 
gence officer. 


[K.] In West European countries, where I worked most, the 
embassy and our other representations were usually under 
constant surveillance. However, the resources of the oppo- 
nent’s special service are not limitless. We took advantage 
of this; for instance, we simulated conferences or mass 
events at the embassy and then fanned out in the city. They 
would pick up one or two of ours, but the rest would have 
a chance to break off. Or, two or three intelligence officers 
get in a car, with the operational driver behind the wheel. 
Atacertain point on the route—safe from the viewpoint of 
surveillance—the colleague who has to conduct an opera- 
tion jumps out of the car and escapes surveillance. When a 
meeting is planned with an especially valuable agent, or an 
important operation, the rezidentura as a rule also con- 
ducts countersurveillance, to make sure that the intelli- 
gence officer is not “tailed” by the opponent. I personally 
accustomed the surveillance to my habit of drinking coffee 
every day at 1100 in the same restaurant. For a day, a 
week, a month they dutifully followed me there. Then | 
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noticed that they had stopped. Once in a while they would 
check that I still indulged in my coffee habit, and then lay 
off. This is when I went into action. 


[Sedykh] Let us say you have your coffee at 1100. Nobody 
follows you. You can have a meeting with your source. 
Where, and how? 


[K.] Usually in restaurants—naturally, those that are not 
anywhere close to state and government buildings, police 
or gendarmerie, or military facilities. I should note that the 
meeting place must be recorded in the rezidentura, so that 
none of our other people would show up there and, God 
forbid, bring a tail. So we eat and drink. I take the 
documents, give him the next assignment (I am generai- 
izing, of course), the source gets the money, and we each go 
our own way. Sometimes the materials have to be returned 
to the agent in a matter of hours. Then you have to work 
with a partner who copies the documents right in the car 
while you are having your meal. 


[Sedykh] Tell me please about an unexpected episode in 
your professional practice. 


[K.] There was an incident—quite recent, by the way. 
Therefore I will avoid details and specific descriptions. One 
category of our clients are the so-called walk-ins, those who 
on their own want to establish contact with intelligence. 
There was a major specialist in electronics who got into debt 
and decided to fix his problem by selling secrets. He came to 
the county where I worked. I met him several blocks away 
from our embassy when he asked me “Could you give me 
directions to the Soviet Embassy?” My mental antennae 
went up and I tried to engage him in conversation. Leaving 
aside some details, I will only tell you that we ended the day 
in a restaurant; in my pocket was a microfiche of a top secret 
document on antimissile defense, but something was both- 
ering me—the amount the foreigner was asking for the 
microcircuits exceeded all permissible standards. The 
Center, however, authorized the deal. We decided not to 
wait for money from Moscow and scraped up this amount 
by sweeping all our foreign representations. 


[Sedykh] And then what? Did he become a source? 


[K.] He absolutely refused to cooperate. We approached 
him several times, tried to work with him on the territory 
of a neighboring country—no success. 


[Sedykh] What about compromising materials? 
[K.] Which? We are strictly forbidden to use blackmail. 


[Sedykh] How is your life in retirement now? Are you 
tempted to get into battles again? 


[K.] I would love to if my health permitted. I ended up 
with a category II disability, however, and cannot work in 
intelligence. So I devote my time to the collection of beer 
mugs I started while abroad. 


[Sedykh] Then, Boris Petrovich, the way to go for you is to 
join the Beer Lovers Party. 


“True,” the youthful-looking retired spy chuckled. 
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Armed Forces Mass Media Reorganization 
Viewed 

944F0451A Moscow OBSHCHAYA GAZETA in Russian 
11-17 Feb 94 p 3 


[Article by Vladimir Kiselev: “You Will Learn of Their 
Fate from the Order’’] 


[Text] ITAR-TASS has sent a report: reorganization of the 
Armed Forces’ mass media has begun. Which is not entirely 
correct. They have simply begun speaking about this at last. 
But the reformers had a different intent. To prepare a draft 
order by the minister of defense without unnecessary fan- 
fare. He would sign it hastily without considering it care- 
fully. And the deed was done, the reorganization took place. 


Who needs this? One viewpoint. ““We have three central 
organs for the Ministry of Defense—KRASNAYA 
ZVEZDA, the weekly SYN OTECHESTVA, the semi- 
monthly journal ARMIYA, and 13 travel and oter mag- 
azines. Altogether, 102 editions. At the same iime, for 
example, the Pentagon publishes about 400 magazines and 
1,000 newspapers. In the FRG they publish about 100 
military newspapers and magazines, and Britain publishes 
more than 110. A subsidy of 1,241,462,000 rubles [R] is 
required. As a comparison, it costs the state budget roughly 
R1.5 billion to publish just the ROSSIYSKAYA GAZETA 
alone.” (From an interview last year with Vladimir Kosa- 
rev, chief of the Information and Press Administration of 
the Ministry of Defense.) 


The following episode took place last year in one of the MO 
[Ministry of Defense] collegium meetings. “Is a large 
amount of money required to support our press?” the 
minister asked. They answered him. “And how many houses 
can be built with this?” Pavel Grachev asked. “Three or 
four,” the general in charge of finances reported. “Well, we 
should build them,” the minister sighed. “The housing for 
officers is really a catastrophe.”’ As we know, any sigh by the 
chief is interpreted as a directive in the Army. 


An arithmetic lesson. Speaking of the need for reform, all 
the military officials say the primary cause is the shortage 
of money (at the same time, though, they prefer to call it 
“optimizing” the press or “putting it in order’’), stating 
more specifically that most of the funds go toward the 
wages of editorial staff collectives. The conclusion is 
obvious—to be squeezed. Some of the large-edition publi- 
cations will really disappear soon. This amounts to 
kopecks, however. You cannot shut down the district 
newspapers. They decided to fill up the Ministry of 
Defense’s empty purse at the cost of the Moscow editions. 
Asking that his name not be given, an officer from the 
Information and Press Administration said the finance 
people simply ordered straight out at first: leave only one 
newspaper and one journal. But their ardor was restrained. 
It looks as if only the SYN OTECHESTVA and six 
magazines are being sent for the slaughter in the end. But 
two new ones are being established (we have to pay to 
order them, by the way). 


No one could tell me if there is a substantial economic gain 
from such deviations. There are probably no such assess- 
ments at all. But according to my estimates, it is very 
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questionable. The most profitable military publications 
which are issued regularly and are not losing subscribers 
are on the list of the ones curtailed. At the same time, 
CHEST IMEYU (formerly SOVETSKIY VOIN), a literary 
and artistic journal with excessively inflated staffs (55 
officers and 63 employees, with 12 correspondents sta- 
tioned in the districts), turned out only six issues last year 
and is up to its ears in debt. The supplement to CHEST 
IMEYU—BOYEVOY TOVARISHCH—has not been 
issued for a year. Aleksey Petrenko, who heads the supple- 
ment, implores: “Dismiss us in the staff reduction.” ‘No, 
Stay,” they respond. 


Altogether, about 100 officer-journalists are being released 
in the publications being abolished. A few more than the 
number left in the Information and Press Administration. 
But not many more. Even during the times of the unfor- 
gettable GlavPUR [Main Political Directorate], the 
octopus which squeezed the Armed Forces, the entire 
military press was headed by a department with under 10 
soldiers. But now the official category of chief of the 
administration is a lieutenant general, his deputy is a 
major general, and the heads of departments are colonels, 
who are in charge of more colonels. According to my 
information, the administration is staffed by 62 persons. 
There are 40, according to its chief. Although this does not 
change the point. 


The prime mover of the reform. When I expressed my 
doubts to one of the administration’s employees, he just 
smiled: “Everything runs smoothly as long as our lady is 
with us.” The boss of the military press today is Yelena 
Agapova. The new administration—information and 
press—was established in the Ministry of Defense pre- 
cisely because she asked for it. According to Grachev’s 
order, “The chief of the administration is subordinate to 
the Russian Federation minister of defense’s assistant for 
public and press relations,” that is, to Yelena Aleksan- 
drovna. She was formerly the deputy editor in chief of 
KRASNAYA ZVEZDA. Her subordinate, Vladimir Kosa- 
rev, who has headed the administration and received his 
general's shoulder boards with the speed of lightning, also 
comes from KRASNAYA ZVEZDA. 


And there are no mysteries for military readers with 
respect to CHEST IMEYU. When Nikolay Ivanov no 
longer wished to head the journal after the tragic October, 
and Aleksandr Tkachev, who headed the KRASNAYA 
ZVEZDA cultural department, took his place, Agapova 
was still a reporter for it. 


So the encirclement is being reinforced, step by step, “with 
her own people.”’ As General Kosarev explained it to me, 
his administration will decide which publications to shut 
down and whom to appoint as editors of the new ones. 
They do not even intend to consult with the Ministry of 
Defense collegium about the publications being abolished 
(they include two central organs of the Ministry of 
Defense: SYN OTECHESTVA and ARMIYA, the only 
military-political journal in the Armed Forces). “This 
matter is too minor to divert the collegium’s attention.” 
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But I know not all the minister’s deputies and commanders 
in chief of the service branches are prepared to be content 
with the role of extras. 


NTV News Praised, State Television News Scored 


944F0451B Moscow OBSHCHAYA GAZETA in Russian 
4-11 Mar 94 p 13 


[Article by Irina Petrovskaya: “Novosti-Minus”’] 


[Text] The reputation and degree of influence of one 
television company or another are determined by the level 
and quality of its news service. Everything else is added to 
the main dish like an appetizer, a garnish, or a dessert— 
without this the dinner will seem incomplete, but without 
the main dish there will not be any dinner at all. 


As we know, the quality of news services themselves 
becomes apparent in the difficult and extreme situations— 
in the ability to respond quickly and to provide viewers 
with full information on what is taking place at a given 
place, at a given hour. 


During the October events last year, it became clear that 
our news is far from being on a par with generally accepted 
world standards. This is not so noticeable in everyday life: 
well, are you sometimes amazed why they begin a program 
with this event and not that one, why they call something 
amorphous and indistinct, and why the anchors who make 
their appearance in a picture are either frivolous and 
flippant or display an air of messianism and importance? 
Why do they permit themselves to engage in lyrical digres- 
sions and unconvincing personal assessments? 


The event which took place last week—the release of the 
“Octobrists” from Lefortovo Prison and its airing on 
various channels—once again graphically revealed all the 
flaws of the news services of both the state television 
companies and the clear advantage of the nonstate NTV 
company by comparison. 


I cannot help but acknowledge that both “Vesti” and 
“Novosti” tried very hard to meet the requirements of the 
moment and the event—they made their own predictions 
and assessed what had taken place themselves. However, 
one thing was required from the news reporters from the 
beginning: that they show the event promptly and reliably, 
with the details. 


The NTV “Segodnya”’ program at 1900 hours on Saturday 
evening began with such coverage. Viewers were able to see 
the crowd, photographed from different points, attending a 
meeting at the walls of the investigation isolation room, 
the limousines arriving for those given amnesty, the depar- 
ture from the casemates of the principal persons concerned 
in chronological order, and Khasbulatov’s arrival at his 
own house. Two groups of cameramen stood watch at the 
prison, which made it possible to provide for their maneu- 
verability. We also heard the first remarks from those who 
had been freed. NTV correspondents clearly, without 
emotions and personal assessments, showed and reported 
‘What happened? Where? When?” 
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After an hour, “Vesti” rushed on the air. Anchor Tatyana 
Khudobina appeared on the screen, showing by her atti- 
tude that she was personally outraged by what had taken 
place. She uttered pompous banalities on the subject for 
several minutes: “We are at a loss to understand Russia.” 
The code of the American corporation NBC News contains 
the following rule: ‘““We permit those whose experience and 
sense of responsibility warrants this to go beyond the 
reports on immediate events of the day and to evaluate 
them not in the sense of exhorting or imposing their 
personal opinion, but so that the viewers can receive 
something more than an official statement of facts. If the 
desire to engage in dogmatic expatiation arises, it should 
be suppressed.” 


Alas, all the so-called commentary by T. Khudobina, as well 
as the commentary by S. Medvedeva in Ostankino’s 
“Novosti,” consisted of just such expatiations and exhorta- 
tions, which were not “suppressed” by anyone in time. But 
they were very inarticulate on the key event of the day. As 
an example, “Vesti” showed what was taking place at 
Lefortovo after 15 minutes, and at the same time, a corre- 
spondent not in the picture was duplicating the text of what 
we saw for ourselves on the screen. It is amusing that 
“Novosti” on the first channel has added the word “plus” to 
its name for the news at 2100 hours on Saturday evening. 
Apparently something similar to “Itogi” had been planned. 
But it turned out to be “Novosti-Minus”—the program had 
everything except a normal account of the news. 


The next day, which required skillful comprehension of 
what had taken place, one more problem arose: the 
absence of professional commentator-analysts on state 
television (Nikolay Svanidze came out with his “Podrob- 
nosti” [Details] on Monday). And once again, only “Itogi” 
provided a competent analysis of the event, the underlying 
reason for it and the details, and it named and presented its 
well-informed sources to the audience. 


But “Vesti” and “Novosti” only dropped hints with a 
thoughtful air about certain informed sources—as a rule, 
those whose simple formulation attests to the lack of 
informants who are really well-informed and close to the 
ruling circles. If the reporters for state television cannot 
obtain information firsthand, this means either that the 
reporters themselves are lazy and lack prestige or the ruling 
structures could not care less about them. So they have to 
make do with hints, innuendos, and personal assumptions. 
So it turns out to be neither news nor analysis, but some 
kind of impossible concoction which makes our Western 
colleagues horrified. Puzzled, they ask: “What are your 
television reporters doing? Is this really possible?” Every- 
thing is possible here. Continuous “Novosti-Minus.” 


At parliamentary sessions devoted to mass media prob- 
lems, Mikhail Poltoranin, the current head of the Com- 
mittee on the SMI [Mass Media], once again started 
speaking about “certain commercial structures” which are 
trying with all their might to take possession of state 
television to the detriment of the state and the state 
system. A week earlier, the custodian of the dying center of 
television in St. Petersburg, Bella Kurkova, prophesied the 
same terrible danger. “Is it possible to have independent 
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television, bought by the banks?” she asked, with her 
distinctive passion. And she answered herself with the 
same passion: “‘Never in our lives.” 


Attempts to prove what cannot be proved could be successful 
when we knew no other television but state television. But 
now, when viewers have a choice and the opportunity to 
compare, statements about the mythical threat from com- 
mercial television seem strange, at least. The appearance on 
the air of NT V news programs, which have won a high rating 
right away, convince us of just the opposite: it is precisely the 
nonstate news programs which are demonstrating a national 
approach, a high degree of social responsibility, competence, 
and professionalism. All arguments such as this are 
unfounded: “Of course, we can try this ourselves for such 
money, and buy the news sources.” The viewer does not care 
at all who bought it, from whom, or for how much—just give 
him the facts, the details. The NTV news programs are 
providing them—and firsthand. 


Open Letter to Yakovlev on TV Licensing Pitfalls 


944F0451C Moscow ROSSIYA in Russian 
No 9, 2-8 Mar 94 p 3 


[Open letter “to A.N. Yakovlev and V.V. Lazutkin, Heads 
of the Russian Federal Television and Radio Broadcasting 
Service” from Aleksey Simonov, former cochairman of the 
former Licensing Commission] 


[Text] 
Dear Aleksandr Nikolayevich and Valentin Valentinovich! 


This concerns the licensing of television and radio broad- 
casting, which has been charged to the federal service 
which you head under the president’s Edict No. 2255 of 22 
December. 


The Edict speaks about the preparation of a Statute where 
all the questions about licensing are to be explained and 
published. Permit me to ask: Where is this Statute? Why 
has it not been made public? Evidently by force of habit, 
because these matters have always been resolved by the 
bureaucratic method here. And with all my respect and 
sympathy for you, I have trouble believing that it will be 
your lot to break this “perpetual course of heavenly 
bodies.” But the fact that the Statute should deal with 
licensing infringes upon the interests of hundreds of non- 
state broadcasters (and how it affects them!), and the 
“bureaucratic nature” of decisions in this area may lead all 
these broadcasters who have come into being, those who 
are growing, and those who are becoming independent to 
the brink of ruin. But after all, it is precisely their exist- 
ence, and only it, which actually makes it possible to form 
an opinion about the presence or absence of freedom of 
information in the country; by no means is this a proce- 
dure for appointing chiefs or a method of editing news 
reports on state channels. 


So forgive my persistence, but this concerns implementa- 
tion of the most important article in the Constitution— 
and nothing less. For this reason, I ask that you consider 
this letter as a modest contribution to its protection. 
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For nearly two years I was the cochairman of the Licensing 
Commission (formally, the Interim Broadcasting Commis- 
sion), and my considerations are based on experience 
which is quite unique, for prior to this commission no one 
was concerned with the licensing of radio frequencies in 
our country. And the only available document which you 
could be guided by in your postulates was Council of 
Ministers Decree No. 500 of 26 September 1991, in 
accordance with which the commission was formed. 


So I would like to protect your Statute from this first 
mistake: do not repeat the decree’s principal miscalcula- 
tion and reject what is unprecedented in world licensing 
practice: the issuance of two licenses for one frequency—a 
broadcasting license (naturally, the one who broadcasts 
controls the frequency) and a technical license—which ties 
this frequency to a specific transmitter and its owner, 
which turns out to be an enterprise of the Ministry of 
Communications in 95 out of 100 cases. Well, what can we 
compare this with? Imagine that a deputy and the techni- 
cian who provides him with a microphone have the same 
right to address the audience. Meanwhile, it is this very 
provision which has enabled the Ministry of Communica- 
tions to retain its monopoly over the means of communi- 
cation, which in the final analysis led to the shutdown of 
ransmitters in dozens of regions in Russia. 


Secondly, in defining state policy in the field of licensing 
(and this is precisely the purpose of the Statute, obviously), 
you will have to overcome a natural bias toward concern 
for state television and radio to the detriment of nonstate, 
independent, and spontaneous broadcasting. After all, 
there are only two state channels, but there are already 
hundreds of independent broadcasters and, as never 
before, they need a fair law which protects them. Inciden- 
tally, from the viewpoint of licensing, broadcasting by 
“Ostankino” and RTV, as paradoxical as it may seem, is 
illegal at present: it has not been legalized by a !icense, 
unlike many nonstate companies. 


Thirdly. In its two years of existence, the Licensing Com- 
mission issued over 250 licenses. In most cases, for five 
years. Will your future Statute confirm them? Or will the 
new broom begin sweeping all over again, increasing the 
line of 500 or 600 broadcasters waiting their turn by 
another 250 because of the awkwardness of Decree No. 
500 and because of the numerous spokes thrust into the 
wheels of the Licensing Commission by the Ministry of 
Communications? And after all, these 500 are broad- 
casting, but timidly, fearing an administrative outcry or 
arbitrariness, and not only because they are “making 
knucklebones” by any means. Among these “unbridled 
merchants” there are quite a few persons who consider 
broadcasting their duty to the people, to their audience 
which they have won and who have become accustomed to 
them. And who do not want to learn about their city, 
oblast, republic, and regional news from the infrequent 
mentions in the central channels’ reporting. Now, when 
administrative arbitrariness in the regions has intensified 
to such an extent that a license is insufficient protection 
against it, the support of independent radio and television 
is so essential that universal preoccupation exclusively 
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with the fate of the two state channels seems to me to be 
arrogant and—excuse me—shortsighted. The unified 
information space which everyone is so concerned about, 
by the way, does not mean that all programs everywhere 
are tied to the two state octopuses, accompanied by state 
protectionism with respect to the 89 small regional octo- 
puses. The unity of this space lies in the diversity of 
choices accessible to the viewer in any part of Russia, a 
diversity supported by a wise law that applies to everyone, 
and a license is the guarantee of adherence to it. 


The commission in which I worked ordered back in July 
that they remain for a long time. 


I hope that all the licenses issued since | August, and quite 
a few have been issued since then, especially by the 
Ministry of Communications, will be nullified by your 
Statute, for someone should put an end to the squandering 
of state resources. During this time the last available 
ultrahigh frequency [detsimetrovyy] television channel in 
Moscow was pocketed, as well as frequencies for which 
competitions were conducted and there was a waiting line, 
and numerous channels in the regions where the Moscow 
“merchants,” waving their new licenses, come looking for 
broadcasters on frequencies they have already obtained by 
circumventing the law. 


I realize that not everything is within your power, and you 
are unlikely to persuade the president that it is not good to 
give up a state channel with one’s own hand, even to such 
a strong team as NTV, without competition and practically 
without serious discussion of the concept of broadcasting. 
But will the Statute contain articles which will help it 
refrain from such actions later on? The Statute, however 
you write it, is doomed to be temporary, for like any 
limited natural resource, radio frequencies need a unified 
law for their protection. And as I recall, there have been no 
less than five drafts of a law on television and radio 
broadcasting. The last one was prepared in those days 
when the next wave, the Bragin washout, once again mixed 
everything up in the turbulent sea of radio and television. 
Perhaps it should be adopted finally, and the Statute on 
state radio and television should be made one of the 
chapters in this Law, unified for everyone? 


And finally: will your Statute be able to prevent new 
attempts at blackmail by the Ministry of Communica- 
tions? When the state monopoly sets conditions for the 
state, is only the economy behind this? Incidentally, the 
wages of ministry’s employees come not only from pay- 
ment of the state order to transmit the Ostankino or 
Russian signal. After all, they are flaying three indepen- 
dents, or commercial broadcasters, as it is more conve- 
nient for public consolation to call them, at the same time 
that state authorization is given. The prices are a little 
better than American prices in absolute figures, without 
any references to the exchange rate of hard currency. And 
there are no ministry employees who would not have these 
extra earnings “on the side.” It 1s no coincidence that our 
commission was “dissolved”’ precisely at the point where it 
was butted by the horns of the ministry’s desire not to give 
the opportunity to broadcasters to have their own trans- 
mitters and retransmitters. Only a strict antimonopoly 
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policy with respect to communications enterprises can 
bring democracy to the situation in radio and television 
broadcasting. Otherwise, everything stays the same: a 
common state knife switch, which the unbridled fanatics at 
Ostankino repeatedly struggle to seize. 


It has now been two months that I have been trying to 
express these and other considerations to you, but in the 
meantime, for old times’ sake, people who urgently need 
the legal right to conduct their broadcasting have been 
arriving from all over Russia. And they are telephoning. 
And they are asking: What shall we do? Where do we go? 
And while previously I was able and obliged to respond to 
this, it is your turn now. And I am addressing their 
questions to you with this letter. 


‘Scandal’ at St. Petersburg TV Viewed 


944F0451D Moscow SEGODNYA in Russian 
10 Mar 94 p 2 


[Report by Aleksandr Pozdnyakov: “The ‘Fifth Channel’ 
Has Received the Right to Control City Radio 
Broadcasts] 


[Text] In her address on one of the broadcasts by St. 
Petersburg Radio, Bella Kurkova, manager of the RGTRK 
[All-Russian State Television and Radio Company] “St. 
Petersburg Fifth Channel,” considered the accusations of 
financial violations made against the radio and television 
company management as intrigues by the political oppo- 
sition and announced her intention “to fight them as a 
journalist is supposed to.” In her opinion, it is advanta- 
geous for the national-communist opposition to under- 
mine the authority of a major radio and television com- 
pany on the threshold of elections to the City Assembly in 
order to “damage” the reputation of political organiza- 
tions close to the company’s management. 


According to some reports, after the statement by the 
manager of the RGTRK “St. Petersburg Fifth Channel” 
the deputy mayor of St. Petersburg, Valeriy Malyshev, sent 
a directive to all rayon administrations in the city to 
eliminate unauthorized pre-election broadcasts by rayon 
radio stations and to henceforth coordinate the content of 
pre-election broadcasts with the management of the 
RGTRK “St. Petersburg Fifth Channel.” In Mr. Maly- 
shev’s opinion, the RGTRK 1s the only competent broad- 
caster in the entire city, and all the other broadcasters 
(even those registered as mass media) which use the city’s 
radio relay network should ask for the consent of its 
management in order to prepare their broadcasts. 


However, it is possible that the scandals involving the 
RGTRK “St. Petersburg Fifth Channel” stem not so much 
from political reasons as commercial reasons. According to 
certain information, the RGTRK management is studying 
the establishment of of a joint-stock company (with the 
transfer to it of all buildings, structures, and equipment of 
the RGTRK) with the participation of the American 
company “TV and Radio St. Petersburg,” which is to 
receive 49 percent of the charter capital of the future AO 
[joint-stock company], and one more TOO [limited lia- 
bility partnership], whose founders are not known at 
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present. The documents on establishment of the joint- 
stock company have been passed by the head of the Press 
and Mass Media Committee of the municipal administra- 
tion, Dmitriy Mezentsev, and they have had time to 
remain on the desk of Vladimir Sumeyko, the press min- 
ister. Meanwhile, the radio and television company’s 
financial activity is attracting more and more interest from 
law enforcement organs. The public prosecutor’s office has 
asked for the documents on its transactions with the “TV 
and Radio St. Petersburg Commercial Center” Joint-Stock 
Company and the ““Nevskiy Glashatay” AO. 


Corruption Allegations at St Petersburg TV 
Examined 

944F-0454A Moscow ROSSIYSKIYE VESTI in Russian 
17 Mar 94 p 9 


[Article by Yuriy Kukanov, St Petersburg: “‘Fifth Column’ 
on Channel Five’’} 


[Text] The hullabaloo raised in connection with corruption 
allegations against the administration of the government 
television and radio company, Peterburg-S5y Kanal 
[Channel 5], smacks of a rehearsed performance. At a 
precisely designated hour on 4 March deputies of the state 
duma—communist Krasnitskiy and liberal democrat 
Yegorov, who had completed the ceremonious act of 
submitting sensational documents to legal protection 
organs, appeared before television cameras at the entrance 
to the city office of the public prosecutor. The essence of 
the compromising materials was as follows: the chairman 
of the Peterburg-Sy Kanai GTRK [State Television and 
Radio Company], Bella Kurkova, gave a large discount to 
the closed joint-stock company, “Kommercheskiy Tsentr 
TV i Radio Sankt-Peterburga” [Commercial Center for St 
Petersburg TV and Radio] in exchange for financial aid 
rendered by the aforementioned firm to Kurkova’s hus- 
band, Vadim Tareyev, publisher of the newspaper 
NEVSKIY GLASHATAY. He was allegedly given 12 
million rubles in cash. The general director of the firm, V. 
Mikhaylov, informed the LDPR [Liberal Democratic 
Party of Russia] deputy to the state duma, V. Marychev, of 
this two days prior to the aforementioned ceremony. 


Events occurred in the following manner. Some time ago, 
Mikhail Syroyezhin, deputy chairman for commercial 
questions of Peterburg-Sy Kanal GTRK, did make a 
proposal regarding sponsorship to the newspaper 
NEVSKIY GLASHATAY. The corresponding contract 
was signed on 16 February by Mikhaylov and Tareyev. 
Incidentally, the document cites 15 February 1994 as its 
expiration date. The document was obviously prepared in 
such haste that not a single signatory found time to read 
the typed text with the typographica! error. 


The one-year agreement concerning joint advertising oper- 
ations with Mikhaylov’s firm was signed on 23 February 
by Siroyezhin. While having the right to decide such 
questions unilaterally, he nevertheless brought the docu- 
ment to Kurkova, who also signed it the following day. The 
contract concerned 120 minutes per month of advertising 
on St Petersburg television and a 35-percent discount on 
the total cost of materials placed. 
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On 22 February Mikhaylov gave Tareyev 12 million 
rubles—the first sponsor contribution. He explained that 
he borrowed this money from his friend Nikita Arkhipov, 
who not long before the events being described was invited 
by Syroyezhin to be director of the joint commercial center 
of St Petersbu'» TV. Thus, he said, accept the cash. This 1s 
how Mikhaylov portrays events in his report of Mr. 
Marychev. Actually things went a little differently. Syroy- 
ezhin gave the money to Tareyev, and not on 22 February 
but on 25 February, Friday. Few people paid attention to 
this discrepancy in dates, and as we will see further, that 
was a mistake, 


One must be a very naive person and not understand 
anything about commerce to take 12 million rubles in a 
plastic bag without witnesses, without even looking at the 
bills (what if they were counterfeit), carry them through 
town to the editorial offices and lock them in a safe 
because the work day was over and all banks were already 
closed. The editor of NEVSKIY GLASHATAY is precisely 
this kind of person. This was confirmed unanimously by 
people who have known him for a while. 


Bella Kurkova insists that she learned about the sponsor- 
ship contract with NEVSKIY GLASHATAY only when 
the scandal broke. But these are words which, as we know, 
do not correspond to the facts. The financial and commer- 
cial affairs of Peterburg-Sy Kanal GTRK are being exam- 
ined by a management control commission of the presi- 
dent’s administration, sent from Moscow today. 
Incidentally, this type of examination had been planned, 
but the fuss surrounding St Petersburg’s TV accelerated 
the disembarkation on the banks of the Neva of a landing 
party of inspectors from the capital. They should have at 
the same time questioned some participants in this story in 
order to receive first-hand information. But here some 
curious circumstances arise. 


Mikhaylov has disappeared. Moreover, his firm is nowhere 
to be found. The Petrograd District administration cannot 
confirm that his commercial structure was registered— 
there is nu data about it in the computer. It is unknown 
where, by whom and when Mr. Mikhaylov’s enterprise was 
registered. 


There is more. Three days before the transfer of the 12 
million to the NEVSKIY GLASHATAY, Arkhipov, the 
director of the OKTs [Joint Commercial Center] of St 
Petersburg TV was fired unexpectedly. Telephone calls to 
his home reveal that he is somewhere abroad and it is not 
clear when he will return. 


Finally, Kurkova’s deputy, Syroyezhin, who handed her 
husband the money on Friday, 25 February, went to 
Moscow on business on 28 February and has also disap- 
peared. Several days prior to his departure he attempted to 
obtain a visa to the U.S. through the international division 
of the Peterburg-Sy Kana! — i RK for his wife, who worked 


for him at the television station. He was unsuccessful in 
obtaining the visa, but Siroyezhin's wife disappeared from 
the city, and from that time no one in St Petersburg has 
seen him either. It 1s true that two people at least heard 
from him 
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Bella Kurkova, who categorically refuses to comment to 
SMI [mass media], nevertheless submitted a number of 
documents to ROSSIYSKIYE VESTI. A business note by 
V. Nechayev, director of the joint information service of 
Peterburg-S5y Kanal, states: 


“On 2 March at about 8 p.m. I received a call from M. 
Syroyezhin, who told me that he was calling from Moscow, 
that he had been involved in an incident, that he had been 
attacked, that it had been said he was in ‘shock’ and was in 
the hospital to recover. ‘If anyone organized this, it was 
someone from Most Bank,’ said M. Syroyezhin. It’s too 
bad B. Kurkova is quarreling with Most Bank (let me 
remind you that in one of the broadcasts, entitled ‘On the 
Political Olympus,’ which aired on RTV [Russian TV] 
following the well-known October events, eyewitnesses 
told Kurkova that the thugs bypassed the floors occupied 
by this commercial structure). Nevzorov was also dis- 
cussed, and M. Syroyezhin said that Nevzorov also has his 
sights on St Petersburg television.” 


From the work notes of S. Karatayev, director of the 
international service of Peterburg-Sy Kanal GTRK: 


“On the evening of 10 March M. I. Syroyezhin called me 
and said that he was in Austria and in the hospital because 
of liver damage. In Moscow a gang of people unknown to 
him had attacked and beaten him, taking the documents 
that he carried. After this, being in shock from his injuries, 
he travelled to Austria, where he learned that an abnormal 
situation had developed surrounding his name. He told me 
that he would like to return to work at the TV station but 
that first he would have to know exactly what he was being 
biamed for. He asked me to talk to B. Kurkova so that she 
would explain everything about the guilt of M. Syroyezhin. 
He reported that very high authorities about whom we do 
not know are interested in firing Kurkova, and that he is a 
‘small’ person who wants a normal and quiet life.” 


Mr. Syroyezhin has not yet appeared on the banks of the 
Neva. The company’s management has turned to the 
Federal Counterintelligence Service and the St Petersburg 
and oblast GUVD [Main Administration for Internal 
Affairs] with a request to take measures to find him. All of 
this is like a bad dream. We have the feeling we have 
already seen it before. Yes, of course, the “white house,” 
the vice president with compromising briefcases, the secret 
disappearance of Yakubovskiy...It looks like an old sce- 
nario was suitable for this time too. It is true that it is a 
play on a different scale and on a different stage. This point 
of view is shared by Aleksandr Semikolennyy, the director 
of the group of inspectors from the president’s administra- 
tion. In a conversation with me, without anticipating the 
results of the investigation, which in all likelihood will not 
conclude earlic; than next week, he called the Channel 5 
scandal a preplanned political provocation. In his opinion, 
no criminality regarding advertising discounts will be 
upheld, because this is practiced on domestic TV right and 
left. The television company should just have been more 
selective in choosing partners for cooperation in the com- 
mercial arena. 
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B. Kurkova says that Mikhail Syroyezhin’s appearance on 
television did not arouse the slightest bit of suspicion in 
the company’s administration, since he had a fair reputa- 
tion in business circles. In additio,n he is the son of the 
deceased Ivan Syroyezhin, well-known in our country and 
abroad as a scientist-economist who participated actively 
in Leningrad TV programs. 


These are the main participants and perpetrators of the 
scandal, which naturally has an underlying political basis. 
There was no point to Mr. Marychev’s assurances at a 
recent Moscow press conference on the Channel 5 situa- 
tion that the actions of the duma deputies have the 
completely beneficial purpose of fighting corruption. To a 
person who knows the habits of the representative of St 
Petersburg’s liberal democrats in the state duma it is very 
difficult to believe in the sincerity of such pronounce- 
ments. Recently, for example, he wished to appear on 
television in order to campaign for the LDPR before 
elections to the city assembly. Having received a negative 
reply for the reason that not a single one of the 16 election 
blocks will have this opportunity during the pre-election 
campaign, Marychev declared that Kurkova should not 
forget about the empty rooms in Lefortovo prison. 


Simultaneously with the heated scandal, Nevzorov 
restated his demand to put “600 Seconds” back on the air. 
On the initiative of the city office of the public prosecutor, 
his work was subject to expert analysis in the Russian 
Academy of Sciences, where Nevzorov himself is an hon- 
orary member. The academicians found no evidence in his 
program of calls toward violent action, of fascist propa- 
ganda or of other illegalities. On this basis Nevzorov 
demanded to be put on the air and people carrying red 
flags and portraits of Stalin moved toward the television 
station. 


However, all of this is just surface scandal. There are other 
facts that are hardly known to most people. On 25 Feb- 
ruary (the day of the transfer of money to Kurkova’s 
husband and the eve of the mysterious disappearance of 
Syroyezhin) a fax arrived at Chapygina 6 from the director 
of the Arkhangelsk Joint Radio and Television Transmis- 
sion Center with a request to give communications 
workers the right to broadcast in exchange for canceling all 
debts of Peterburg-Sy Kanal GTRK. After this, similar 
dispatches arrived from Kaluga, Ulyanovsk, Yekaterin- 
burg, Yaroslavl, Zlatoust, Belgorod, Rybinsk and Tula. All 
of them stated the same thing, as if they were xeroxed 
copies of each other. B. Kurkova feels that the scandal- 
ously blank television screens in Russia this winter were 
not the result of a strike by communications workers, but 
a demonstration of the power of big money, of the inten- 
tions of powerful commercial structures to buy govern- 
ment television. 


If Ostankino and RTV are not accessible to some today, 
they can try to get the third largest state television com- 
pany, that of St Petersburg, the programs of which are 
transmitted by 300 transmitters to 80 million people. 
Considering the fact that presidential elections are not far 
off, someone is already examining the situation and 
pulling the strings. 
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Who? I do not have the answer to this question. B. 
Kurkova says that she knows the names of people who will 
attest that Mikhail Syroyezhin has certain ties with many 
representatives of the party’s ““armed detachment,” which 
is very displeased with the changes in the country. 


Mikhail Molostvov, deputy of the state duma from Saint 
Petersburg, and writers Daniil Granin, Aleksandr Volodin, 
Yakov Gordin, Nina Katerli and Boris Strugatrskiy have 
sent an open letter to the RF president, in which they ask 
him to turn his attention to the Channel 5 situation and to 
have the Russian General Office of the Public Prosecutor 
take this matter under strictest control. I feel there is an 
urgent need to do this. 


Mafia-State Relationship Viewed 
9441-0438A Moscow NEZAVISIMAYA GAZETA 
in Russian 6 Mar 94 pp I, 3 


[Article by Anatoliy Volobuyev, candidate of juridical 
sciences: “The Authorities Themselves are Interested 
in the Existence of Organized Crime: State-Mafiosi 
Relationships Have Become a Way of Life in Russia’’] 


[Text] 


Opinion 

Organized crime and corruption as a principally new social 
phenomenon (in contrast to the elementary or traditional 
crime and the numerous abuses of officialdom since time 
immemorial) appeared in the country approximately in the 
mid 1960’s-early 1970’s in the form of a powerful alliance 
that set in between criminals in the economic sphere, 
leaders of the criminal world, and representatives of the 
bureaucratic apparatus at all levels. Which also guaranteed 
criminals protection from any form of social control, 
including on the part of law enforcement organs. Indi- 
vidual major scandalous trials of that period (for example, 
trade, fishing, Sochi) only created the illusion of an uncom- 
promising attitude on the part of the authorities in the 
protection of legality. But in fact this was a reaction to a 
violation of the rules of the game established in the higher 
strata of society, and had nothing in common with the law 
and the morality that was being propagandized. 


Gathering strength, organized crime began to monopolize 
all spheres of unlawful and asocial activity that secure 
material profit. Like any social, managerial structure, it 
developed in the form of a pyramid, including lower levels 
of “unskilled labor’ and “‘bureaucratic’’ strata that 
ensured the efficiency of the system and its security, and 
also its ideologically ruling elite. 


An economic analysis of the financial-economic activity of 
some Soviet republics conducted at the end of the 1980's 
by specialists indicated that the volume of shadow turn- 
over in them increased their budgets. Actually, this indi- 
cated the full criminalization of social relations in them. 
Risking being accused of inciting national discord and 
offending national feelings, I will not name specific 
regions, although in some of them the present rulers have 
already become hostage to the interests of mafiosi clans. 
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What has been said is quite sufficient to answer the 
question that was raised. The authorities themselves 
turned out to be interested in the existence of organized 
crime and in the corruption that was imminently inherent 
in it, 

One of the main reasons for the offensive development of 
Organized crime is that it was the only truly market 
structure in the state under any conditions, which also 
enabled it in all periods to quickly (in a mobile way) adapt 
itself to changes. And not simply adapt itself, but at the 
same time derive the maximum material and political 
advantages. The country’s entry into market relations 
opened up unprecedented prospects for our mafia. In 
contrast to other countries, where organized crime devel- 
oped in an underground market of commodity and service 
shortages, our mafia, protected together with its highly 
placed official patrons from any forms of control (includ- 
ing the law enforcement system), in recent years unpardon- 
ably, with forceful methods, also took legal forms of 
entrepreneurship under its control. 


State-mafiosi relations are becoming a way of life of 
today’s authorities, who, together with the leaders of the 
criminal world, determine economic and political realities. 
Although why today’s? After all, we see in the offices of 
power the very same persons we saw 10 years ago. But the 
new “lucky ones,” who made their way through to the 
distribution of the property and authority pie regardless of 
their political attachment, in a majority of cases accepted 
the standing rules of the game which assure them 
numerous personal benefits. 


At the present time the mafia is already monopolizing 
virtually all directions of legal business that bring in 
super-profits, not counting the traditional underground 
directions. 


Therefore: 


—it is not accidental that it is by no means the producers 
of goods who receive quota, license, customs, tax, and 
other privileges, but those who are accustomed to living 
in the corridors of power; 


—it is not surprising that the militia is being equipped with 
technical means with the active participation of the 
mafia and through the mediation of the authorities 
(naturally, not without profit for the latter); 


—it is quite natural that the law enforcement organs are 
now already guarding not only the representatives of 
authority but also the mafiosi structures against all 
accusations; 


—it is natural that the popularity and social rating of the 
leaders of organized crime is growing, and they 
continuously appear on television as “patrons” and 
“philanthropists.” 


Under similar conditions, the creation of numerous new 
controlling organs (in the fight against corruption and 
organized crime, for control over the issuance of licenses 
and granting privileges to entrepreneurial structures, and 
in the fight against abuses in the division of property, 
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etc.)—is nothing more than a valve for an apparatus that is 
unfit for use to let off the steam of civil dissatisfaction. 
This is only the emergence of new stillborn bureaucratic 
structures, whose burdensome maintenance is laid on the 
taxpayer. 


Can there be any serious talk about branches of authority 
that will be able to oppose organized crime and 
corruption? 


As a rule, the mafia does not give a damn about the 
numerous exposures in the mass media—is this authority? 


The court, which remains hostage to local and higher 
authorities, is intimidated and being bought by the 
mafia—is this authority? 


The legislator, who out of poverty begins work to resolve 
his own material interests and wonders whether he will be 
shot in the event of a dispute with another “branch”—is 
this authority? 


It is simply stupid to rely on the law enforcement organs. 
In addition to the fact that these organs themselves are 
corroding more and more from contact with the enemy, 
they cannot objectively—no matter how much they wish 
to—get into the game outside the boundaries of the estab- 
lished rules. It is characteristic that their leaders reduce the 
task of confronting a dangerous phenomenon in a majority 
of cases to a fight against trivial bandit groups that 
constitute, undoubtedly, an extremely important element, 
but only the lower executive element of the global structure 
of organized crime. The key is simple: Today this is the 
limit of the capabilities of the law enforcement organs. At 
the same time, an overwhelming majority of registered 
murders are not solved, inasmuch as in a number of cases 
this would lead to scandals at a rather high level. 


An alarming symptom: To effectively fight the mafia, some 
people are demanding extreme measures and the assign- 
ment of additional powers to special subunits. This is the 
wrong path, which is, in fact, the recidivist psychology of 
communist lawlessness and terrorism and which has 
shameful examples in the form of “extraordinary commis- 
sions.” New lawlessness is capable of giving rise only to 
lawlessness with numerous abuses and a protective reac- 
tion that is difficult to predict. 


Also absurd are the numerous hopes for toughening the 
criminal sector in legislation. This is just another myth. 
And the existing criminal law makes it possible more 
effectively to oppose organized crime and corruption. 
Therefore, the problem today lies not in its toughening 
(although undoubtedly a whole series of categories of 
crimes resulting from specific market relations should be 
introduced immediately), but in the capability to employ it 
without being afraid of invading the sphere of interests of 
the powers that be. 


Is the mafia longing to gain power? Undoubtedly. But it 
would be naive to think that the “godfathers themselves” 
are burning with desire to occupy key posts in the power 
structures, thereby assuming responsibility for the polit- 
ical, economic, and social situation in the country, and are 
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staking their well-being on this. The modest role of stage 
manager is quite enough for them. And they are handling 
this role successfully. 


Our Russian mafia can really do everything. Apparently, 
someone still remembers that in 1988 the USSR officially 
put forth its candidacy to conduct the Olympic Games in 
the year 2000...in the Black Sea city resort of Sochi. 
Organized crime was behind this. Just the fact of the 
promotion was quite enough for the conduct of large-scale 
machinations in real estate. 


A whole series of events that occurred in Russia in the last 
year characterize for me occurrences of this order: 


For example: 


—the exchange of money, as a result of which only poor 
people suffered. On the other hand, thousands of com- 
mercial structures appeared in the sphere of control of 
organized crime which to this day exchange tens and 
hundreds of billions of Soviet bills for rubles of the new 
type with unquestionable profit for the mafia; 


—the decision to allocate $500 million for the construction 
of a new parliamentary center in Moscow, as a result of 
which not only does the new parliament compromise 
itself immediately (in any case), but a substantial 
amount of hard currency that is released for nontradi- 
tional construction will be stolen; 


—the collapse of the ruble in January of this year, on which 
quite a few persons multiplied their fortunes in several 
days. 


There they are—real signs of the activity of organized 
crime, quite remote from banal bandit formations. 


But who will fight against this? 


Ethnic Russians in Central Asia Face Pressure 
944E0569A Moscow ROSSIYSKAYA GAZETA 
in Russian 19 Feb 94 First Edition p 4 


{Article by Sergey Panarin, candidate of historical sci- 
ences: “Our People Among Strangers. Russians in the Near 
Abroad’”’} 


[Text] Much has already been said about the fate of 
Russians living in the near abroad. At the same time a 
certain one-sidedness has been characteristic of the rea- 
soning on this subject: the overseas Russians themselves 
and the peoples surrounding them are not usually seen as 
the characters of history on whose behavior this solution of 
the “Russian question” or the other will depend. There is 
not, accordingly, all that much interest in the capacity of 
either for independent action, and their mutual relations and 
aspirations are touched on only in passing. 


Weakness of the Strong 


In 1989 Central Asia had a population of 49 million 
persons. Russians accounted for almost 20 percent, or 9.5 
million of them. In terms of absolute numbers, Russians 
were spread within the region as follows: 6.2 million of 
them in Kazakhstan, over 1.6 million in Uzbekistan, 
900,000 in Kyrgyzstan, 380,000 in Tajikistan, and 330,000 
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in Turkmenistan. In terms of the proportion of Russians in 
the population, the order is somewhat different: Kaza- 
khstan 38 percent, Kyrgyzstan, 2! percent, Turkmenistan, 
over 9, and Uzbekistan and Tajikistan, approximately 8 
percent. 


Proceeding from these figures, Russians represent quite a 
sizable force. Especially since they are employed mainly in 
industry, construction, and transport. There are among 
them many first-class specialists, and their labor creates a 
proportion of the national income notably in excess of 
their proportion of the population. But the Russians’ 
political importance far from corresponds to their num- 
bers, educational level, and economic role. It is possible to 
speak confidently even about their political weakness. 


To understand the point at issue here, it is necessary to 
once again resort to figures. In 1989 from 52 to 57 perceiit 
of Russians in the republics of the region, or approximately 
5 million persons, were first-generation immigrants. Of 
these, only 1.5 million had lived in Central Asia for over 10 
years. The proportion of persons fluent in the language of 
the titular nation was among Russians negligible: from | 
percent in Kazakhstan to 4.5 percent in Uzbekistan. 


Central Asia’s Russians are weak for the added reason that 
they do not form communities which are really cohesive on 
the inside. All too often were they shaken up and shuffled 
about by the Soviet authorities. They are socially discon- 
nected, they have not generated their own traditions, and 
they have no experience of joint struggle for their rights 
and interests. 


Russians’ adaptation to the new situation is complicated 
by their milieu also. It is oppressing the Russians and 
pushing them out. There is much in this pressure that is 
unpremeditatedly transient. But people usually judge the 
future by what the present is like. And it is not inspiring. It 
is not even a question of economic difficulties and the 
slump in the industries in which Russians are employed or 
the everyday manifestations of nationalism. Russians are 
prepared to put up with all this. When they leave the 
region, it is other factors that are of decisive significance. 


First factor. A new role appeared for Russians with the 
proclamation of independence. Inasmuch as a whole 
number of support structures of the new statehood may be 
supported only by them as yet (the energy complex, 
defense industry, the borders, technological continuity), 
the viability of the states of the region and, with it, the 
stability of national power, essentially depend on the 
Russians. The politicized groups of the indigenous popu- 
lation understand this full well. But they see the stabilizing 
role of the Russians both as a good thing and as an evil—a 
threat to their plans for the building of strong states of the 
titular nations. And they calculate: Lest we in time come 
up against the Russians’ organized resistance to state 
nationalism, it is not enough preventing them from cre- 
ating their own parties. It 1s necessary in addition by way 
of preemption to close all potential schools of solidarity. 
Consequently, no “Russian communities,” “Russian uni- 
versities,”’ and so forth. 
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Second factor. Actual policy in the region is not European, 
and not even Russian. Underlying it is the struggle 
between local-cultural communities (journalists have 
christened them “‘clans”’) for power and resources. It is not 
aimed especially against Russians; nonetheless, it excludes 
them from unofficial policy simply automatically, on 
account of their being “nontitular.” And at this time the 
power structures are quietly being “purged” of Russians 
within the framework of official policy. There is just one 
outcome: In the face of rivals, Russians are left without 
connections, allies, or sponsors, in the face of the author- 
ities, without the means to block unacceptable decisions. 
This is engendering in the Russians a sense of a lack of 
political protection and discrimination, and it cannot be 
dispelled either by formal legislative guarantees of equality 
or by reassuring statements of presidents. 


Third factor. Each new state of the region and the region as 
whole have not achieved genuine political stability. A 
modern political culture is far from developed here. Tit- 
ular nations have not been formed completely, and they 
have long-standing claims on one another. Despite the 
ostensible splendor, not all is operating smoothly in inter- 
state relations, either. Together with the growth of the 
political nationalism of the titular nations, an increase in 
the attraction of the indigenous population to Islam—a 
religion disposed toward active interference in policy—has 
also emerged in recent years. The influx into the cities of 
rural youth with a low educational level has increased. It is 
seeking for itself a place in the sun—but the place has been 
taken by Russians! As the experience of the Third World 
has shown, it 1s among the socially unsuccessful young 
migrants that xenophobia rapidly develops and the propa- 
ganda of “simple” solutions to complex problems finds a 
response. All this is making Central Asia a place of the 
dangerous concentration of possible conflicts. And recol- 
lections of what these conflicts might be like are still fresh: 
the conflagrations in Fergana, the Osh beatings, the blood, 
plunder, and devastation in Tayikistan.... When stability 1s 
real, representatives of the minority, thinking of the future, 
may be guided by sober calculation. When it is only 
apparent, rational considerations frequently give way in 
the face of a fit of emotion and an endeavor to save oneself, 
not counting personal cost, from the oppressive threat of 
violence. 


Security Is Not Guaranteed 


It is obvious from what has been said .nat Russians are 
making their continued stay in the region dependent on 
how the problem of their security is resolved. Three 
aspects of security are for them most important of all here: 
cultural security, political security, and physical security. 
If they are guaranteed, the majority of Russians will 
remain where they are. Russians are united as yet mainly 
by objective similarity of situation, and they are seeking 
not so much joint (group) security as personal (individual) 
security. The best evidence of this is their behavior: they 
are acting like people depr ved of collective support, and 
each ts relying on himself. And the Russians are primarily 
walking away from conflict situations. This, incidentally, 
is one of the main reasons why there have as yet been no 
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bloody clashes between Russians and representatives of 
the titular nations in Central Asia. 


But the Russians are leaving. And no difficulties are 
stopping them. Even though the prices of Russians’ apart- 
ments have fallen and hosts of bribe-takers are swarming 
all over the emigrants, even though things are difficult in 
Russia with regard to accommodations and jobs, Russians 
keep on coming. It has to be acknowledged that the masses 
of Russians have decided that they have no way of 
achieving personal security other than by making their way 
to Russia. 


Is the assertion of a mass departure justified, however? 
Here are figures for Tajikistan: Since the start of 1989 
through the end of 1993, the Russian population declined 
fourfold. Some 85,000-100,000, the majority of whom are 
simply not in a position to leave—they have no money— 
have remained. Of course, the flight of Russians from 
Tajikistan was provoked to a large extent by the civil war. 
But let us take neighboring Kyrgyzstan, where political 
stability has been maintained thus far and where, inciden- 
tally, the sole Slav university throughout the region has 
veen inaugurated. In 1989 the net migration exodus of 
Russians was 2,200 persons, in 1990, 16.300, in 1991, 
17,400, in 1992, 48,500, and in nine months of 1993. 
almost 60,000. In five years the Russian minority has 
“thinned” by 20 percent, and the average annual growth of 
the migration wave in 1990-1993 (after it had suddenly 
soared, that is) was 170 percent! If this trend continues 
even in a modified form, there will by the end of the 
century be no Russians left in Kyrgyzstan at all. 


So, according to the most guarded calculations, there are 
no longer 9.5 million Russians in Central Asia but 8-8.5 
million. The rate of their departure is accelerating. Rus- 
sians can still adapt, their exodus may yet be halted. But 
support from outside and a policy of protection on the part 
of Russia are needed for this. Will such a policy be 


pursued? 


High officials declared recently that Russia would hence- 
forward take advantage of its position of donor for the 
protection of Russians in Central Asia. The question of 
dual citizenship was raised also (and has with Turkmeni- 
stan already been settled). In short, Russia has openly 
proclaimed a policy of the protection of “compatriots” and 
indicated that it will pursue it economically and by legal 
means. 


The adoption of this policy signifies a partial identification 
of Russia’s national interests with the ethnic interests of 
the minority which lives outside it and which, in accor- 
dance with all international rules of law, comes under the 
all-embracing (albeit not unconditional) jurisdiction of 
other states. A real danger of Russia’s infringement of tts 
neighbors’ sovereignty arises. And the main grounds for 
this is the archaic “common blood” principle, which 1s 
rejected by civilized policy. 


Such an approach will hardly win the support of the 
international community. It 1s risky from the viewpoint of 
regional security also. The Moscow-Kiev-Almaty triangle 
contains the main potential for stability or instability for 
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the entire former USSR and the geopolitical space 
adjoining the CIS. Relations with Ukraine have long left 
much to be desired. But the Kazakhstan leg has not, it 
would seem, been cause for concern. But Russia’s insertion 
on the political agenda of “‘compatriots” as a central 
problem has already shown that this is fraught with com- 
plications in relations with Kazakhstan. 


Nonetheless, the policy of the protection of Russians 
cannot be rejected out of hand merely on the grounds that 
it is not defended by legal precedent or that it threatens to 
harm Russia’s relations with its southern neighbors. The 
problems bequeathed Russia by the unique state of the 
USSR are frequently without precedent also. So they need 
to be resolved by us conforming to their essence, to the 
Soviet historical legacy embodied in them, not merely to 
fine world standards. Further, since the millions of citizens 
of Russia who voted for Zhirinovskiy are making of 
paramount importance the security of “their,” Russian, 
community (rather the security of national prestige, even), 
it is impossible to continue to pursue as though nothing 
has happened a policy with the emphasis only on the 
security of the individual. The main thing is that the 
problem of the Central Asian Russians really does confront 
Russia and that the latter must resolve it. 


The Fourth Path 


Four paths are theoretically open to the Central Asian 
Russians: dissolution in the majority (assimilation), return 
to Russia (repatriation), separation or the acquisition of 
territorial autonomy (sovereignization), and organic inclu- 
sion in the local society with preservation of their ethno- 
cultural distinctiveness (incorporation). With assimilation, 
the need for protection evaporates. With repatriation, 
protection is necessary, but only for the period of immi- 
gration. It is far more important to create for the immi- 
grants human conditions in Russia. But it is in this sphere 
that concern for the “compatriots” 1s being displayed most 
niggardly. An emphasis on sovereignization could lead to 
open and acute conflicts. Considering what has already 
been said about the Russian minority, it is doubtful that it 
would anywhere achieve sovereignization with the purely 
political support of Russia. The sovereignization of the 
Russians is entirely unacceptable to the local political 
elites, and for the majority of the indigenous population 
also, evidently. Resistance to such attempts would be 
bitter. But then the main role in the protection of Russians 
would revert to military means, and there would no longer 
be either personal or group or regional security. 


There remains only the fourth path, whereby economic 
and legal means of protection are expedient and para- 
mount—the path of incorporation. Judging by everything, 
Russia intends on the one hand to push onto it those being 
protected and, on the other, to constrain its CIS partners to 
clear this path of various obstacles. But here is the 
problem: economic and legal protection are painfully dif- 
ferent in terms of anticipated effect. 


The positive effect of economic protection could be con- 
siderable. In the event of Russia’s skillful use of this lever, 
the governments of the countries of the region would agree 


RUSSIA 71 


to grant Russians real guarantees of cultural autonomy. 
There would be a great probability also of un easing of the 
hidden discrimination against Russians. It would all 
depend here on whether the Russians themselves could 
forgo the habits of a client and the ways of an “elder 
brother,” and whether there would be the disappearance in 
the titular nations of the suspicions that the |\ussians want 
not so much incorporation as isolation and that they are 
pining for their former, exclusive status and «ould for this 
reason be a fifth column, the conduits of imperial designs, 
and so forth. 


A few words about legal protection. Dual-citizenship 
agreements would make it a legitimate component of 
interstate relations, which is very important jor Russia. 
But they are, strictly speaking, important for Russians 
only inasmuch as they facilitate departure for Russia. 
Legal protection would do little to help conso ‘date the 
Russian minority and its cohesion, however, ? .u could 
even hinder it. 


As a whole, whatever accents Russian policy adv ts, its 
results will depend, all the same, on the behavioral 
responses of Russians and the indigenous popu'ation, 
which is relatively impervious to its influence. This does 
not mean that a policy of protection is not needed at all. It 
is simply that it is not possible to expect much. It would 
most likely stimulate not incorporation, but a gradual 
exodus to Russia. It would at best postpone the leave- 
taking of Central Asia of the majority of Russians who live 
there (this would be its dubious, albeit modest, success), 
but would under no circumstances put it off far into tre 
21st century. 


Status of Federal Assembly Deputy Discussed at 
Law Institute 

944E0574A Moscow ROSSIYSKAYA GAZETA 

in Russian 5 Mar 94 p 5 


[Article by Candidate of Juridical Sciences Nikolay 
Postovoy: “Not a Defendant Before the Voter’’] 


[Text] The Institute of Legislation and Comparative Juris- 
prudence discussed a scientific research plan, which 
defines the concept of development of Russia’s legislation, 
and the new problems arising with the refinement of the 
status of a deputy of the Federal Assembly. 


A very sharp debate was held during the discussion of the 
question concerning the status of a deputy. It brought to 
light the problematic nature of the previously existing 
imperative mandate of a deputy in connection with the 
adoption of the new Constitution. Whereas previously the 
content of the imperative mandate included such elements 
as the report of a deputy to voters, instructions from 
voters, and the recall of a deputy, the Constitution adopted 
at the referendum rejected all this. 


Some scientists and deputies believe that the resolution of 
this task can be found in the adoption of laws regulating 
the activity of deputies, while others assume that it 1s 
impossible to do this, because it is a matter of questions, 
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which are the subject of regulation of the Constitution 
alone. Very likely, any of these points of view has the right 
to existence. 


The novelty of the suffrage lies in the fact that part of the 
deputies of the State Duma are elected in the all-federal 
district from parties and public associations. Who should 
give instructions to deputies and to whom should they 
report? Should all Russia be included in this process, or 
should such measures be implemented in individual terri- 
tories? How should innovations be viewed from the stand- 
point of citizens’ equal rights and political stability? The 
same concerns the problem of the recall of deputies elected 
from the all-federal district. 


Thus, the imperative mandate affirmed by the laws of past 
years has disappeared together with the old structure of the 
legislative body. It was replaced by the free mandate, 
which denies the legal and other responsibility of a deputy 
to voters. In the opinion of Prof. V.I. Vasilyev, this means 
that a deputy is not bound by instructions from voters and 
acts in the parliament in accordance with his ideas of what 
is proper and his own conscience. 


However, even with this the possibilities of a certain 
influence on deputies remain. It is easier to accomplish 
this task with regard to deputies elected on the basis of 
party lists. The party, being interested in enhancing its 
prestige, can exert an influence on its deputies through 
fractions in the parliament by making demands in accor- 
dance with party discipline. Furthermore, it can warn a 
deputy about not including him in the lists of candidates 
for the next elections. 


Concerning contacts between deputies and voters it was 
stated unequivocally: We must have such a norm in the 
law. Its importance is due to the fact that deputies, 
communicating with voters, will know real life processes to 
a greater extent and will be able to take into account the 
entire spectrum of public opinion during the drafting and 
adoption of legislative acts. Moreover, this will make it 
possible to overcome the gap among various social strata 
and central authorities. 


The question of deputies’ control functions is no less 
problematic. The Constitution does not provide for such 
powers for deputies. Now they do not have the right to 
independently check enterprises, institutions, and organi- 
zations, as was the case earlier. Long-term experience has 
shown the uselessness of such an activity. 


In connection with this the following question arises: Does 
the parliament itself have such a function? Yes, it follows 
from a number of articles of the Constitution. This 1s 
expressed in the following: 


—in the right of the chambers to establish bodies for 
control over the fulfillment of the budget and a special 
commission for the preparation of a conclusion on the 
removal of the president from office; 


—in the right of control over the implementation of 
personnel policy by the president. Both the Council of 
the Federation and the State Duma have levers of effect 
on personnel policy; 
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—in the right of control over the president’s activity in the 
area of foreign policy through the adoption of the law on 
the ratification or denunciation of international treaties; 


—in the right of the Council of the Federation to approve 
or not to approve the president’s edicts on the imposi- 
tion of martial law and a state of emergency. 


The parliament's control functions could also find their 
expression in the form of systematic meetings by govern- 
ment members with parliament members. During ques- 
tions and answers, which occur naturally in this process, it 
is always possible to isolate the basic tendencies in the 
government course and to give them the appropriate 
evaluation. 


It is impossible not to touch upon the course of discussion 
of the question concerning citizens’ responsibility for the 
violation of the rights of deputies and their family mem- 
bers. The final opinion was reduced to the fact that legal 
norms should be applied to an equal degree and in the 
same manner to all citizens when they commit wrongful 
acts against whomever it may be. They cannot be tough- 
ened or softened on the basis of the post or the position 
held. 


Otherwise, elements of discrimination against citizens’ 
rights will arise inevitably. 


Moscow Government Official on Local 
Construction Issues 

944E0579A Moscow TRUD in Russian 12 Mar 94 
Saturday Edition p 3 


[Interview with Vladimir losifovich Resin, first deputy 
chairman of the Moscow Government, by TRUD corre- 
spondent Yuriy Ursov: “Vladimir Resin: ‘We Are Not 
Building for the Nouveau Riche’; date and place not 
given] 


[Text] The first deputy chairman of the Moscow Govern- 
ment, Viadimir losifovich Resin, is well known not just in 
the capital; in addition to Russia’s builders, he is also known 
by people, most likely, in many governments—in the former 
republics of the USSR. The reason for this is worth seeking 
in Vladimir Resin’s work history, which is associated with 
work in Ukraine, Armenia, the Arctic and Siberia. And in 
the fact that Moscow’s builders have always been in the 
public eye, using the most advanced technologies of civil 
construction. 


Some consider Resin, who has spent nearly 30 years on 
erecting new buildings, to be a person who is one of Russia’s 
10 most influential people, while others try to discern in him 
the features of a “moss-covered™ conservative party member. 
But, both critics and well-wishers agree on one thing—the 
chief Moscow builder possesses a high level of profession- 
alism. How is a professional supposed to work under the 
conditions of economic instability? How are Moscow 
builders living today? Vladimir Resin reflects on this in a 
conversation with a TRUD correspondent. 


[Ursov] Vladimir losifovich, in my opinion, you could 
easily be retrained as a specialist on the history of domestic 
construction. 
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[Resin] I think is is a bit early to make me into a 
chronical-writing patriarch. If only because I firmly believe 
that the history and the best traditions of Russian and 
Moscow builders are far from finished, even though we are 
experiencing times which are not the best. I began as a 
mining foreman in Ukraine and worked at large industrial 
construction projects in the Arctic and in many other 
regions, until I was transferred in 1965 to Moscow, my 
native city. So I had plenty of opportunities to study 
construction under the administrative-command system. 


Then builders were always the last in line. Considered 
valuable were the skill to “dislodge” resources from Gos- 
plan [State Planning Committee], a loud voice and the 
ability to “berate” subordinates at a work-progress 
meeting. But there was also another thing: participation in 
the construction of the most complicated technological 
complexes forged the highest level of professionalism, 
while working under the most difficult conditions taught 
them to find a common language with people and to 
organize them, managing collectives which were extremely 
complex in their composition. It is likely that this is why 
we, figuratively speaking, the “directors of the sixties,” 
easily converse with one another, understanding our con- 
versation partner’s meaning at once. And conversely: I 
stumble on some misunderstanding while communicating 
with undoubtedly gifted economists-theoreticians. 


But it is correct to say that construction is an industry 
which is geared to the maximum extent to the market and, 
after all, we “produce” an end product—industrial 
projects and housing, which is one of the most important 
components of human existence. This is why I can say that 
it has become both harder and easier for the builders to 
work under the market. Harder because, previously, the 
customers courted the builders as one would a fastidious 
fiancee. We had a specific selection—those for whom we 
would build and those who would have to wait. But now it 
is we who “seduce” the customer—provided he pays cash. 


But, after all, the opportunities to earn a living have 
emerged! Here is an example: in Moscow, the turnover of 
personnel in contracting organizations has been reduced to 
almost zero. Very first-rate specialists, 75,000 people, who 
were divided into cooperatives at first and who have now 
returned to the normal construction subdivisions. People 
have begun to value a job and, consequently, construction 
quality has risen and labor productivity is increasing. 
Incidentally, the so-called problem of “limiters,” thanks to 
whom Moscow was built, disappeared. I am, after all, also 
a unique kind of “limiter,” just like many of the highest 
leaders. 


We managed to retain in Moscow skilled contract collec- 
tives. Thanks to this, it was possible to avoid a calamitous 
drop in production volumes, as happened, for example, in 
machine building. 


[Ursov] These words should be heard by the hundreds of 
thousands of ordinary Muscovites who are not burdened 
by surpluses of money. I have repeatedly encountered 
opinions which go something like this: ‘‘so, under the 
communists, construction and development flourished, 
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but these democrats are building nothing and just specu- 
lating with finished buildings.” And, in point of fact, 
nothing like large-scale construction projects has been 
noted in Moscow. 


[Resin] Perhaps the mass media are at fault in this matter? 
After all, this is how it was previously: when a housing area 
was built, there were reports in the central and Moscow 
newspapers. Now, however, journalists very frequently, in 
my opinion, prefer to write about chopped-off heads. Or 
about financial frauds. The themes, of course, are also not 
without interest. But I follow the rule: it is better to be a 
conservative in one’s youth than a radical in one’s old age. 
And it is more interesting to me to read about a working 
person, about how, all the same, the country is growing 
richer and how, for example, the market is helping to 
increase the exchanges of new housing. 


[Ursov] And just what do you mean? 


[Resin] Of course, if a comparison is made with 1984, the 
scope of construction in Moscow has been curtailed some- 
what. But, in the period of the last 3 years, we have been 
steadily delivering to the city’s inhabitants 3 million 
square meters of housing each year. This, take note, is a 
record in Russia. Everywhere, the pace of social and 
housing construction has fallen sharply. In St. Petersburg, 
in particular, it has been curtailed by a factor of 2 or 3. But 
Moscow is building. Look, the entire center is being 
renovated. Gertsen, Ogarev and Myasnitskaya streets are 
covered with scaffolding. Here are the figures: the overall 
volume of contract work in 1993 amounted to 910 billion 
rubles. This is 100.2 percent of the 1992 amount in 
comparable prices and labor productivity has increased by 
5 percent. We have built 26 schools, 30 kindergartens, 12 
polyclinics, 4 hospitals and 25 police stations—all the 
figures exceed the 1992 level. Among the unique “‘piece- 
work” construction projects are Victory Monument on 
Poklonnaya Gora, the Palace of Justice, the “Palace 
Hotel,” the theater on Pokrovka and a museum for private 
collections. But a new ZIL cardan-shaft plant? And a dozen 
other large industrial construction projects? All these are 
here. The skepticism of the people can be understood: still 
fresh in their memories are the promises of the numerous 
radical democrats who were elected to the Moscow council 
on slogans which were bolshevistic-utopian, so to speak: 
for everyone—free housing, which we will take away from 
the party members, etc. The worst sort of unprofession- 
alism is when it is in power. Currently, we must “shovel 
out” the promises of that first “Gorbachevian” wave of 
“democrats,” which, as I see it, gave the impetus to the 
processes of the unjustified destruction of the administra- 
tive [management] system. 


[Ursov] The figures you have cited are unquestionably 
gratifying. Especially with respect to housing construction. 
I am just afraid that they will gladden only those few 
people who are capable of laying out more than 10,000 
dollars for an apartment. 


[Resin] We will try to investigate. Previously, the state 
budget in one form or another basically paid for housing 
construction. How many, where and what apartments were 
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to be built was decided on a centralized basis, although 
Moscow had a lot of freedom in the selection of priorities. 
Now, a redistribution of funds has occurred: the federal 
and local budgets are no longer so all-encompassing and 
powerful and an enormous amount of financial and credit 
resources is concentrated in non-state banks and commer- 
cial structures. It is clear that they are inclined to use these 
funds at their own discretion and it will not be possible to 
“dislodge” them with a stick for the construction of 
municipal housing. What possibilities does the Moscow 
government have, however slim, for moving ahead, so that 
the people who have entrusted their futures to the Moscow 
leaders to a great extent do not become disappointed in 
them? We are selling at auction 1.5 million “squares” of 
housing and the obtained funds are going for free apart- 
ments. We are transferring the long-term leasing rights to 
private residences in the center on the condition that they 
be renovated based on the principle: half of the housing 
goes to home-building businessmen and half goes into the 
municipal fund. Based on the same criteria, we are 
granting the right to construct new housing. In my opinion, 
if some entrepreneurs manage to accumulate enough 
money, then they can look after the remaining, larger part 
of society, ordinary workers, engineers and pensioners, 
thanks to whose labor the main portion of public wealth 
has been and is being created. Especially since the smart 
entrepreneurs understand this and are doing it willingly. 


The people waiting on the lists are receiving a million 
square meters of housing annually as a consequence of this 
policy of the Moscow authorities. And this is approxi- 
mately 12,000-15,000 apartments. This is not socialist 
leveling; rather, this is a normal approach for our country, 
where collectivist principles, compassion for one’s 
neighbor and the feeling of a human community are 
traditionally strong. 


Katek Coal Industry Problems Highlighted 
944E-.0571A Moscow RABOCHAYA TRIBUNA in Russian 
10 Mar 94 pp 1-2 


[Interview with Viktor Guskov, general director of the 
Krasnoy: rskugol Coal Company, by Vitaliy Pyrkh, RAB- 
OCHAYA TRIBUNA correspondent: “We Are Not 
Heroes: Who Will Keep Russia Warm, When It Loses Its 
Coal Industry?”’; Krasnoyarsk, date not given] 


[Text] At one time, KATEK [Kansk-Achinsk Fuel-Energy 
Complex] was included among the five most prestigious new 
construction projects in the era of developed socialism. In 
the bulky monograph, ‘“Energeticheskiye resursy SSSR” 
[USSR Energy Resources], published in 1968, a group of the 
country’s eminent coal specialists state, for example, that at 
the mighty coal beds of the Kansk-Achinsk basin in Kras- 
noyarsk Kray and Kemerovo Oblast (Itagskiy Rayon), from 
the facilities of the first section alone, one could build eight 
to ten unique open-pit coal mines, with a total yearly fuel 
extraction of 330-350 million tonnes. 


Alas, the future became the present, and KATEK, which had 
staggered the imagination with its scale, is today a disaster 
area. The miners of the Borodino Open Pit Coal Mine, 
reduced to despair, have stopped shipping fuel to consumers 
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located outside the boundaries of Krasnoyarsk Kray who 
cannot settle with them for the supplies already made, 
although they are so far restraining from the strikes to 
which all their neighbors—the miners of the Kuzbass—are 
persistently urging them. 


Our correspondent interviews Viktor Guskov, general 
director of the Krasnoyarskugol Coal Company, about the 
problems that have formed in KATEK’s work collectives. 


[Pyrkh] Viktor Aleksandrovich, our newspaper reported 
the results of the recent meeting of the minister of the Coal 
Industry and Russian power engineer, Yuriy Shefranik, 
with the Kuzbass coal miners in Kemerovo. Did the talk 
that took place satisfy you? 


[Guskov] Yes and no. It is a good thing that we are 
beginning to realize that, as they say, there is no longer 
anywhere to go, that the next thing is a final, complete 
breakdown. Practical experience shows, though: another 
month or two, and they will forget about the miners. Until 
next fall. What is put off until tomorrow, however, will 
cost much more. 


[Pyrkh] Including at KATEK? 


[Guskov] Well, in general, there is special talk about 
KATEK. For several years, we have been trying to con- 
vince the government of the need to pass a special decree 
on it. Does Russia need it or not? If only Krasnoyarsk Kray 
needs KATEK, then just the coal mine in Borodino will be 
enough for all our power engineers, together with the 
rank-and-file consumers. If not.... They tell us: we do not 
know how to sort things out with the budget workers, and 
you and your KATEK..... After all, though, industry has not 
yet started an upswing, and one cannot “sort things out” 
with any budget workers. This is an axiom. 


{[Pyrkh] But perhaps this is not really the time, Viktor 
Aleksandrovich? There is this situation in the country, and 
here—a whole decree, just as in the old days.... Where will 
the money and the material resources come from? 


[Guskov] We are not insisting on the decree which might 
have been discussed three or four years ago. Let us “dig 
out” of it the urgent problems which must be solved this 
year, or at the most, next year, for our very minimum 
needs. So that we can buy the necessary equipment and 
spare parts. Otherwise, a terrible sobering up awaits us 
tomorrow: whisk away the “sneakers” from today’s shop 
shelves—and what remains on them? We must, finally, 
solve the main problem: how much and what kind of coal 
must be extracted in the country? That is, we need an 
all-Russian fuel-energy program. 


[Pyrkh] To put it another way—Gosplan [State Planning 
Committee]? Is this what you have in mind? 


[Guskov] Give me the name of just one country in the 
world where the state would give up solving its energy 
problems? Last year, for example, we reduced the volumes 
of fuel extracted in the region by one-third, and they are 
dropping in Russia too. Is this good or bad? 


Only recently, 420 million tonnes were extracted in Russia, 
and now they are saying that 315 million is enough. 
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According to these calculations, the gradual closure of 
unprofitable mines and those operating at a loss is 
planned. The country’s production volumes are falling, 
however, and this means that the need for coal is lessening 
as well. Some people have already begun to say that 240 
million tonnes of fuel is quite enough for Russia! Whether 
this is so or not, I don’t know, but I do know something 
else. If it is so, then that means that the number of mines 
being closed (which ones?) should be much greater. Can we 
stand such social shocks? Where will we get fuel when 
Russian industry calls for it? 


[Pyrkh] After all, though, the reformers have left the 
solutions to these problems to those watching the market. 
They say, it will arrange everything by locations.... 


[Guskov] If only it were like that. A coal mine is not a 
bicycle: if you feel like going faster—you work the pedals 
faster.... Our reformers did the stupidest thing when they 
“froze” prices for coal and other power resources. The 
prices for everything jumped sky-high, and as far back as 
last summer we sold our coal at 350 rubles |R] per tonne. 
Only now is this money coming back to us, but what can 
you buy for it? A loaf of bread, or the poorest sort of 
flour.... 


The question is, who needed to wreck the sector on which 
the well-being of any economy is based? Today KATEK is 
like a fairy tale prince sitting on the richest coal deposit in 
the world with his hand outstretched. We are owed R110 
billion, and of them, R70 billion for the Borodino coal 
mine alone. But while the Borodino workers have R50 
billion—these are the debts of the power engineers—the 
rest of KATEK will have less than R2 billion for their 
share. They tell us: you cannot pay for fuel, draw up a 
promissory note and take the property as security. Whose 
property? The settlement school’s? The rayon hospital's? 


{Pyrkh] Really, it is a closed circle—coal mining drops, 
and there is nothing with which to pay for it... 


[Guskov] In general, the government has created condi- 
tions for us in which the one who does the best work finds 
itself with the biggest hitch. Having divided the enterprises 
of the coal industry up into four groups—those who do not 
need state support, those who need it to a negligible degree, 
etc., it has designed a peculiar mortar shell, particularly for 
those who just recently looked at tomorrow with 
confidence. 


Well, for instance, the basin near Moscow, the Tulaugol 
Association—the production cost of fuel there is R10,000. 
Our cost is of a lower order.... This is understandable. 
KATEK is a highly productive mine, equipped with the 
most modern equipment, the old mines are far below it.... 
Look how things turn out, though: you sell the Tulaks your 
coal, at the production cost that has formed—their basin 
would be paralyzed tomorrow. They sell it for R4,000, or 
R3,200 a tonne. The question is: whose coal will the 
consumer buy? 


{[Pyrkh] Surely from us? 


[Guskov] Of course not! By using the railroad tariffs as a 
slip knot, you can drive any competitor into a corner. 
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Already, foreign fuel—from Poland, from Germany—is 
cheaper than ours in the central regions of the country. Be 
it KATEK’s or coal from the Kuzbass. The railroad tariffs 
reach 90 percent of the price, and a 10-percent share is left 
for the coal. It will soon be cheaper to transport coal to 
eastern Russia from Australia or Indonesia.... 


[Pyrkh] As far as I know, it is already close to this in the 
Maritime area, although just recently they were using 
Siberian coal... 


[Guskov] Market estimates came up with this: it is a little 
cheaper to buy. Until just recently, the miners of the 
Maritime area sold their fuel at R500 a tonne, a ridiculous 
price, and the consumer, even if he did not have the 
physical possibility of buying it, sat and waited for his turn. 
Why should he overpay for our coal, bearing in mind the 
fantastic expense of railroad transport, when his own was 
so cheap? We said: you raise the prices, you'll get nothing 
for your pains.... That’s what happened. 


The market in general is a cruel instrument, you have to 
use it, like a scalpel, with great care. Here is just one 
example: If you “throw away” one million tonnes of fuel at 
the mines, you have to find jobs for a minimum of 2,000 
persons. A complicated and expensive pursuit, isn’t it? A 
million tonnes of extraction at an open pit coal mine—that 
is “only” a few dozen workers. Tempting? 


There is also a temptation here to shift coal extraction 
where it is most profitable for the state. I said as much to 
the minister at a recent conference: it is more profitable for 
us to pay the Tulaks a wage, if only to keep them from 
extracting coal. Who needs anything this expansive? 
Indeed, the best thing is to stop now—why “drive off” 
KATEK? We are now spending R3,500 for every tonne of 
coal, and these rubles won’t come back. Can one work like 
this? 


[Pyrkh] After all, though, closing the mines causes a 
tremendous social problem, and conflicts, shocks and 
storms are inevitable. Remember Margaret Thatcher, 
when, one-and-a-half decades ago, she thought up the idea 
of closing 20 unprofitable mines in the British Isles—what 
a fuss was made over that! I myself transferred over some 
money in support of the striking miners... 


[Guskov] And how did it end? The mines were shut down 
all the same, although the people, of course were not made 
to “walk the plank.” This is what state support, its help 
constitutes—not chasing into a corner enterprises that do 
good work, chasing them for the sake of having everyone 
identically good or identically bad. 


How is it, for example, in America? An enterprise was 
closed, people were out of work, moved from their areas 
and went to a different state, to a different region of the 
country. In our country? People will die from hunger, but 
are afraid to make a move, even to a neighboring area, 20 
or 30 kilometers from their own home. Why? Probably 
because no one is waiting for them there. Not because they 
will have a falling-down, even a thatched roof over their 
head. 
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This is what has to be dealt with, what funds have to 
directed to, not supporting production facilities that are 
operating at a loss or unprofitable! Let the market decide: 
who 1s “closer” to it—-Vorkuta or KATEK..... 


[Pyrkh] It is difficult to agree with this, Viktor Aleksan- 
drovich. Of course, Vorkuta is not KATEK, but after all, 
the coal there is not like ours—true black gold, with no 
quotation marks at all. One can mix up with earth, for 
example, the fuel extracted at the northernmost mine of 
the Vorkutaugol Association, Khalmer-Yu, and excellent 
coke will still be obtained. But then a report appeared that 
the mine is also getting ready to close.... It is a pity. Is 
Russia not leaving the North, the Far East? Who will go 
there? 


[Guskov] Those same Vorkuta workers calculated: the 
state would have to spend much more capital to find work 
for the Khalmer-Yu miners than is needed to support the 
mines.... 


I agree with you, though: The North ts a special matter, 
there is no need to hurry with it. Moreover, Vorkuta has 
already spoken its weighty piece once, when the Germans 
occupied the Donbass. Leningrad could not have held out 
without Arctic fuel. 


The problem lies in something else: the drop in fuel 
extraction during the year must not be renewed. I know 
from experience: when troubles arise at the mine, what is 
given up first of all? Preparatory work. Then it takes five to 
seven years to “gather our breath,” and arrive at the 


FBIS-USR-94-029 
24 March 1994 


position we had already achieved. Hence, the tremendous 
importance of our KATEK for the Russian economy. 


Right now KATEK has production capacities for a yearly 
extraction of 60 million tonnes of coal, and indeed we can 
extract 70 million in all, and moreover, we don’t ask the 
state for a single excavator. Just don’t hinder our work! 


This unique basin must be kept for Russia if we, of course, 
plan to live and not die. Well, this muddle lasts for another 
year, and then another, and then, when the plants start 
operating, where does the state count on getting coal? In 
about five years there will be no place to get it, except at 
KATEK, and the Kuzbass. 


[Pyrkh] Even considering the geographic situation? 


[Guskov] What situation? It is worth it for the railroad 
workers, without changing their income, to establish 
differentiated charges for transport—one, let us say, for 
coal miners, another—for alcohol producers, various 
manufactured goods, etc.—and all of industry will 
breathe a sigh of relief. It will start working to the extent 
of the forces it has left. 


For how could we not relate to our past, how could we not 
curse it, and to use a classic expression, there is nowhere to 
go. It is fuel, it is coal, that is the “bread of industry,” 
without which the entire economy of the country will be on 
starvation rations. Without KATEK, Russia is no longer in 
a position to support itself. 
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